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FOREWORD 


House  of  Representatives, 
Committee  on  International  Relations, 

Washington,  D.C.,  January  31, 1976. 
This  report  has  been  submitted  to  the  Committee  on  International 
Relations  by  the  members  of  the  committee  who  participated  in  the 
meetings  in  Washington,  with  an  official  delegation  of  the  European 
Parliament  on  October  29-31, 1975. 

The  findings  in  this  report  are  those  of  the  committee  members  and 
do  not  necessarily  reflect  the  views  of  the  membership  of  the  full  Com- 
mittee on  International  Relations. 

Thomas  E.  Morgan,  Chairman. 
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PREFACE 


The  program  for  this  eighth  meeting  of  Members  of  Congress  and 
of  the  European  Parliament  reflects  the  econocentric  direction  the 
world  has  taken  since  the  oil  embargo  in  late  1973.  The  title  of  this 
printed  version  of  our  program,  "The  Ascendancy  of  Economic  Goals 
in  the  World  Order-'  could,  with  good  reason,  have  been  expressed  even 
more  strongly  as  the  "continued"  ascendancy  of  such  goals  because 
the  embargo  continued  into  a  period  of  sharply  rising  oil  prices, 
balance-of-payment  problems,  recession  in  the  Western  World  and 
further  economic  distress  and  despair  in  the  Third  and,  especially,  the 
Fourth  Worlds.  Thus,  for  the  4  years  that  the  Congress  and  the 
European  Parliament  have  sent  delegations  to  these  meetings,  the 
parliamentarians  have  been  engrossed  in  economic  questions  for  more 
than  half  of  that  time. 

One  of  the  program's  discussions,  that  concerning  institutional 
developments  within  the  European  Community,  implies  that  this 
concentration  on  economic  goals  may  not  continue  much  longer.  For 
while  in  institutional  terms,  the  ascendancy  of  economic  issues  has 
marked  the  Community's  existence  almost  from  the  signing  of  the 
Treaty  of  Rome  nearly  20  years  ago,  we  now  see  signs  that  the  next 
20  years  of  the  Community  may  witness  a  corresponding  development 
of  political  institutions  and  aspects.  The  scheduled  start  of  direct 
elections  to  the  European  Parliament  in  1978,  for  example,  almost 
certainly  means  the  development  of  genuine  pan-European  political 
parties  and  stronger  European  political  leadership. 

Because  the  concept  of  European  Union  has  always  contained  a 
promise  of  political  content  beyond  the  admittedly  important  economic 
development  of  the  European  Community  in  its  present  form,  we  have 
decided  to  include  as  an  appendix  to  this  report  the  document  prepared 
by  Leo  Tindemans,  the  Belgian  Prime  Minister,  on  European  Union. 
This  marks,  to  our  knowledge,  the  first  American  publication  of  the 
Tindemans'  report.  This  report  was  requested  by  the  chiefs  of  govern- 
ment of  the  Community  countries  in  their  1074  summit  meeting  as  a 
guide  to  future  growth  of  the  Community. 
^  The  Tindemans'  report  has  received  much  attention  in  Europe 
since  its  publication  3  weeks  ago.  It  has  attracted  little  attention  so  far 
in  the  United  States.  We  commend  it,  therefore,  especially  to  our 
American  readers  and  particularly  to  our  colleagues  in  Congress  and 
the  executive  branch.  It  is  an  excellent  discussion  of  the  role  of  Europe 
in  the  world  and  in  its  relations  with  the  United  States.  And  in  its 
careful  but  far-reaching  discussion  of  what  European  Union  means  in 
the  fields  of  foreign  and  defense  policies,  the  Tindemans'  report  may 
well  mark  the  start  of  a  second  generation  of  growth  for  a  united 
Europe. 
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If  this  ascendancy  of  political  goals  does  proceed  within  the  Eu- 
ropean Community,  it  will  have  profound  affects  on  the  American- 
European  relation.  We  welcome  this  development ;  others  in  our  coun- 
try may  be  less  certain  that  political  unity  in  Europe  is  good  for  the 
United  States.  All  Americans  interested  in  the  European  and  the 
American  roles  in  the  world,  however,  should  read  the  Tindemans7' 
report  with  care. 

Donald  M.  Fraser^ 
Benjamin  S.  Rosenthal. 

January  31,  1976. 
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CONGRESSIONAL  PROGRAM  FOR  DELEGATION  FROM 
THE  EUROPEAN  PARLIAMENT 

Wednesday,  October  29,  1975 

15.00-17.30 — Plenary  Session  I — General  Discussion  "Review  of  Po- 
litical Developments  since  April  Meeting"   (End  of  Indochina 
War,  political  developments  in  Southeast  Asia,  CSCE  Finale, 
Developments  in  the  Eastern  Mediterranean  and  in  Portugal). 
(Papers  bv  Mr.  Findley  and  Mr.  Kirk) . 

18.00-20.00— Reception  given  by  Mr.  Jens  Otto  Krag,  Head  of  the 
Delegation  of  the  Commission  of  the  European  Communities  at 
his  residence. 

20.30 — Chesapeake  Bay  evening  hosted  by  Congressman  and  Mrs.  Gil- 
bert Gude. 

Thursday,  October  30,  1975 

09.00-10.15 — Parallel  Working  Groups : 

A.  Discussion  of  draft  report  on  a  code  of  international  conduct 
for  multinational  corporations. 

(Papers  by  Mr.  Lange  and  Mr.  Sam  Gibbons.) 

B.  Discussion  of  international  monetary  problems. 

(Papers  by  Mr.  Klepsch  and  Mr.  Reuss.) 
10.15-10.30— Coffee  Break. 

10.30-12.30 — Plenary  Session  II — Discussion  with  papers  "Institu- 
tional Developments  in  the  European  Community  and  in  the 
United  States": 

European  Community:  Progress  towards  European  Union 

tind  direct  elections  to  the  European  Parliament. 

United  States :  The  role  of  Congress  in  foreign  affairs. 

(Papers  by  Mr.  Seefeld  and  Mr.  Rosenthal.) 

13.00 — Lunch  offered  by  Mr.  Ralph  Ingersoll,  Deputy  Secretary  of 

State,  State  Department. 
15.00 — Meetings  at  the  State  Department. 
18.00-20.00 — Reception  offered  by  Ambassador  Gaja,  of  Italy,  on 

behalf  of  The  Nine. 
20.30 — Formal  Dinner  offered  by  the  Congress  of  the  United  States 
at  Smithsonian's  Museum  of  History  and  Technology. 

Friday,  October  31,  1975 

'09.00-10.30— Plenary  Session  ///—Discussion  with  Papers  "Should 
the  United  States  and  the  European  Community  seek  international 
agreements  on  primary  resources  and  commodities  including 
energy?"  (including:  Preparation  of  International  Conference 
on  Energy  and  Primary  Resources,  Euro- Arab  dialogue,  Lome 
Agreement,  U.N.  Session  on  primary  resources) . 

(Papers  bv  Mr.  Houdet,  Mr.  Normanton,  Mr.  Biester  and 
Mr.  McCormack.) 
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10.30-11.30 — Plenary  S(  ssion  IV — Summary  Discussion   (including 

reports  from  Working  Groups). 
11.30— Coffee  Break. 

Friday,  October  31,  1975 

12.00 — Press  conference. 

12.30 — Reception  in  Capitol. 

13.00 — Lunch  offered  by  the  International  Relations  Committee,  House 

of  Representatives. 
11.30 — Executive  branch  meetings. 


Wednesday,  October  29,  1975 

SUMMARY  OF  DISCUSSION 

Plenary  Session  I :  General  Political  Debate 
(Working  documents:  Mr.  Findley  and  Mr.  Kirk)1 

Mr.  Rosenthal  and  Mr.  Couste,  the  joint  chairmen,  opened  the  dis- 
cussions and  introduced  members  of  their  respective  delegations. 

Mr.  Findley  introduced  his  paper  on  "Trans- Atlantic  Cohesion  in 
the  Midst  of  Change'-.  He  repeated  the  invitation  he  had  extended  to 
the  European  Delegation  in  Munich  in  March  to  visit  Illinois,  follow- 
ing their  meeting  in  Washington  in  the  fall  of  1976,  to  see  the  new 
Lincoln  Shrine,  and  the  city  of  Springfield,  during  the  bicentennial 
year. 

Mr.  Scott-Hopkins,  in  Mr.  Kirk's  absence  (due  to  illness),  intro- 
duced Mr.  Kirk's  paper  on  "Some  Political  Aspects  of  United  States/ 
European  Relations''.  He  also  commented  on  Congressman  Findley 's 
introduction.  "While  stressing  European  interest  in  Mr.  Findley's  pro- 
posals concerning  an  Atlantic  Convention  on  the  establishment  of  in- 
stitutionalized political  links  between  the  United  States  and  Europe, 
it  is  neither  desirable  nor  feasible  for  the  Nine  to  enter  such  a  relation- 
ship until  they  were  able  to  speak  with  one  voice  on  terms  of  equality 
with  the  United  States.  He  welcomed  Congressman  Findley's  pro- 
posals concerning  the  standardization  and  joint  production  of  arma- 
ments, which,  he  said,  had  been  a  goal  on  the  European  side  for  many 
years,  but  concerning  which  depressingly  little  progress  had  yet  been 
made. 

U.S.   SITUATION  IMPROVED 

Mr.  Sam  Gibbons  said  that  there  had  been  a  vast  improvement  in 
the  U.S.  position  since  the  previous  meeting  in  March.  U.S.  mili- 
tary power  had  been  steadily  increasing,  and  military  expenditure,  in 
real  terms,  was  now  increasing  by  2%  percent  per  year.  The  American 
economy  was  in  better  shape  and  inflation  had  been  cut  back  to  about 
5  percent.  There  had  been  a  record  trading  upturn,  and  the  internal  po- 
litical situation  was  now  much  healthier  than  during  the  Watergate 
period.  Internal  passions  and  divisions  concerning  Southeast  Asia  had 
now  receded.  The  balance  of  trade  was  a  healthy  one.  and  perhaps  the 
dollar  was  undervalued.  The  trade  surplus  was  now  running  at  a  very 
high  level.  He  very  much  hoped  that  in  the  GATT  negotiations  it 
would  be  possible  to  make  further  reductions  to  remaining  trade 
barriers.  Finally,  the  recycling  of  Arab  petrodollars  seemed  to  be 
working  out  reasonably  well. 

Mr.  Scholten  agreed  with  Mr.  Findley's  emphasis  on  the  need  to 
standardize  armaments  within  the  Atlantic  Alliance.  This  was  not 
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just  of  technical  but  also  of  financial  importance.  If  we  were  not  suc- 
cessful in  achieving  standardization  in  this  field  it  would  no  longer 
be  possible  for  the  smaller  XATO  member  countries  to  continue  to 
maintain  their  defense  efforts  at  the  level  that  they  had  done  in  the 
past.  In  the  Netherlands  Parliament  he  was  an  Opposition  Member 
and  did  not  agree  with  the  negative  defense  budget  of  the  present 
Dutch  Government.  lie  was  glad,  however,  about  European  agree- 
ment to  purchase  the  F-16  as  a  replacement  of  the  "Starfighter." 

direct  elections  to  parliament 

Mr.  Leonardi.  looking  to  the  future,  said  that  there  was  consider- 
able hope  of  achieving  greater  democratic  control  within  the  European 
Community,  notably  through  the  direct  election  of  members  of  the 
European  Parliament.  Following  the  Helsinki  Summit  of  the  Con- 
ference on  Security  and  Cooperation  in  Europe — a  conference  which 
had  no  victors  and  no  vanquished — the  climate  of  detente  had  im- 
proved. The  perspectives  for  European  Union  now  appeared  to  he 
quite  good.  Whereas  Congressman  Findley  had  proposed  the  streng- 
thening of  Atlantic  relations  through  the  creation  of  some  kind  of 
Federal  Union.  Europeans  felt  that  they  had  to  give  priority  to  the 
creation  of  European  Union,  otherwise  there  would  be  asymmetry 
between  the  United  States  and  Europe  in  view  of  U.S.  predominance. 
Congressman  Findley's  proposal  would  only  be  viable  once  Western 
Europe  had  achieved  union. 

Mr.  Couste  first  asked  Congressman  Findlev  to  elaborate  the  mean- 
ing of  his  congressional  resolution  on  Atlantic  Union,  lie  then 
raised  Dr.  Kissinger's  recent  visit  to  Peking  and  wondered  whether 
the  Kissinger  visit  implied  a  lessening  of  U.S.  interest  in  detente  with 
the  Soviet  Union.  He  stressed  the  interest  the  Chinese  showed  in  de- 
veloping closer  links  with  the  Europe  of  the  Nine. 

ATLANTIC  CONVENTION  SUPPORTED 

Mr.  Premoli  stressed  the  need  for  NATO  to  retain  military  bases 
in  the  eastern  Mediterranean.  Tie  agreed  that  there  was  a  strong  need 
to  move  forward  with  the  standardization  of  armaments;  this  is  just 
one  element,  however,  within  the  wider  problem  of  the  structure  of 
Western  defense  in  general,  which  needed  reorganization.  He  thought 
that  an  Atlantic  Convention  of  the  kind  proposed  by  Congressman 
Findlev  would  benefit  not  only  XATO  but  the  European  Commu- 
nity as  well. 

Mr.  Delmotte  referred  to  the  problems  of  structure  raised  by 
Congressman  Findley's  idea  of  an  Atlantic  Convention,  lie  was  glad 
that  the  U.S.  situation,  as  described  by  Congressman  Gibbons,  ap- 
peared to  be  in  such  a  healthy  state,  particularly  sinee  prosperity  was 
a  necessary  element  in  helping  to  maintain  democracy.  He  expre 
interest  in  the  proposals  made  concerning  the  standardization  of  arma- 
ments but  underlined  thai  it  was  yet  more  important  to  stabilize  the 

means  of  inn-easing  prosperity. 

Mr.  EQepsch  asked  what  importance  U.S.  Congressmen  attached  to 
the  United  Nations.  He  then  touched  on  the  question  of  U.S.  agricul- 
tural exports,  ]  jointing  out  that  although  the  Soviet  Union  might  bene- 
fit    from    Large-scale  U.S.   grain   sales,  this   could    have   the   general 
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effect  of  driving  up  world  grain  prices  and  thus  prices  to  the  consumer 
in  Europe  and  elsewhere. 

Had  SALT  I  been  violated  by  the  Soviet  Union  ?  If  so,  how  might 
such  a  violation  affect  the  current  SALT  II  negotiations?  On  the 
point  of  armaments  standardization  it  was  important  that  any  stand- 
ardization and/or  joint  procurement  scheme  should  not  just  be  to  sell 
U.S.  weapons.  The  real  point  was  what  European  weapons  systems 
should  be  developed  within  XATO  and  sold,  including  to  the  United 
States.  What  would  happen  after  Tito  in  Yugoslavia?  Turning  to 
Portugal,  the  prospects  for  the  future  were  still  far  from  clear.  Finally, 
he  expressed  gratitude  to  the  U.S.  Congress  for  having  lifted  its  em- 
bargo on  arms  sales  to  Turkey. 

ARMS    STANDARDIZATION   AX    OLD   IDEA 

Mr.  Behrendt  said  we  must  be  extremely  cautious  concerning  the 
Atlantic  Convention  in  order  not  to  arouse  expectations  which  might 
be  disappointed.  Mr.  Klepsch  had  stressed  the  need  for  arms  stand- 
ardization. There  had  been  talk  about  this  for  years  but  we  had  got 
nowhere  with  it.  The  point  was  we  could  not  afford  purely  national 
solutions  in  producing  sophisticated  modern  weaponry. 

As  far  as  CSCE  was  concerned,  the  West  had  to  see  whether  what 
it  thought  it  had  achieved  at  the  Conference  had  any  kind  of  reality 
at  all.  Although  the  embargo  on  Turkish  had  been  lifted,  as  a  result 
the  West  now  had  new  problems  with  Greece.  He  was  glad  that  Con- 
gressman Gibbons  had  expressed  a  positive  view  about  reduction  of 
trade  barriers  in  GATT. 

PROGRESS   IX"   GREECE,   PORTUGAL 

Mr.  della  Briotta  said  that  Mr.  Kirk's  report  had  been  very  circum- 
spect about  the  situation  in  the  Mediterranean.  There  is  good  reason 
for  some  optimism  concerning  the  Mediterranean.  Although  3  years 
ago  there  had  been  dictatorial  regimes  in  Greece  and  Portugal 
there  was  now  a  much  greater  degree  of  democracy  in  these  two 
countries. 

Mr.  Findley,  replying  to  the  discussion,  gave  a  detailed  explanation 
of  his  proposal  for  an  Atlantic  Convention  and  the  joint  congres- 
sional resolution  on  this  matter.  He  was  glad  that  so  much  support 
had  been  expressed  concerning  the  need  for  armaments  standardiza- 
tion and  joint  procurement  within  the  Atlantic  Alliance.  As  far  as 
the  effect  of  Linked  States-Chinese  contacts  on  United  States-Soviet 
Union  relations  was  concerned,  he  said  that  the  United  States  had 
never  entered  into  a  love  affair  with  either  the  U.S.S.R.  or  China.  It 
was  just  trying  to  improve  relations  with  these  two  countries. 


PAPERS 

TRANS-ATLAXTIC  COHESION  IN  THE  MIDST  OF  CHANGE 
Paper  by  Paul  Findley 

We  meet  today  in  the  midst  of  great  uncertainty  and  change.  This  is  due  in 
large  part  to  either  existing  or  impending  crises  of  political  succession  in  the 
major  nation-states  of  the  world.  The  succession  crisis  that  shook  Portugal  is 
well  known  to  all.  The  crisis  in  Spain  has  just  begun.  We  can  only  wonder  how 
much  longer  it  will  be  before  China,  the  Soviet  Union,  and  Yugoslavia  are  similar- 
ly circumstanced  by  a  vacuum  of  leadership.  How  will  our  own  planning  be 
affected  by  these  momentous  changes?  How  much  time  do  we  have? 

It  is  generally  believed  that  Secretary  Brezhnev  is  in  failing  health  ;  his  hold  on 
power  even  now  is  questionable,  and  the  general  direction  of  Soviet  policy  is 
riddled  with  important  ambiguities.  How  can  we  explain,  for  instance,  the  appar- 
ent official  approval  that  has  been  given  to  Konstantin  Zarodov's  criticism  of 
national  communist  parties  that  are  insufficiently  violent  and  revolutionary  in 
their  orientation.  Certainly  this  serves  only  to  fan  ideological  fires  in  Portugal, 
in  direct  opposition  to  firm  and  repeated  Western  warnings. 

SIGXS    OF    MORTALITY 

China's  marvelously  resilient  and  durable  political  leaders.  Chon  and  Mao.  have 
clearly  begun  to  show  signs  of  mortality.  The  authority  of  Deputy  Premier  Tens: 
is  anything  but  assured.  Here.  too.  we  cannot  know  with  confidence  who  will 
emerge  to  take  their  place,  but  we  can  discern  the  lines  of  policy  along  ■ 
rivals  for  power  will  probably  coalesce.  For  example,  we  know  that  there  are 
powerful  forces  within  China's  military  establishment  who  will  urge  recon- 
ciliation with  the  Soviet  Union  once  the  current  leaders  pass  from  the  scene. 
This  change  would  of  course  dramatically  alter  the  calculus  of  world  power. 

Tt  is  natural  for  us  to  wonder  how  we  can  best  deal  with  this  myriad  of  un- 
certain but  seeminuly  momentous  possibilities.  Are  there  prudent  steps  that  we 
ike  in  advance  of  these  events  to  help  minimize  the  dancers  to  our  security 
and  interests?  Are  there  steps  that  may  lessen  the  incentives  for  drastic  revi 
in  the  national  policies  of  Russia  and  China?  In  short,  How  can  we  hedge  against 
uncertainty? 

On  such  matters,  one  can  speak  with  caution  and  modesty.  I  will  advance, 
however,  two  mutually  reinforcing  steps  that  seem  to  me  especially  worthy  in 
■ontext  of  international  Change.  The  first  is  the  continued  and  indeed  ac- 
celerated strengthening  and  cultivation  of  <>v.r  trans-Atlantic  political  relation- 
shin.  The  second  and  natural  by-product  of  this  is  the  modernization  and  col 
of  our  common  defense  posture. 

With  respect  to  the  first  goal,  it  is  my  pleasure  to  inform  you  of  the  steps  that 
have  been  taken  within  the  Congress  to  date  to  advance  the  idea  of  a  more  effec- 
tive unity  of  our  peoples.  A  bipartisan  group  of  111  Members  of  the  House  have 
joined  Congressmen  Jim  Wright,  Don  Fraser,  Allan  Howe,  and  me  in  introducing 
a  resolution  to  call  an  Atlantic  Conventionof  the  NATO  democracies.  The  purpose 
of  such  a  conference  is  to  explore  the  possibility  of  transforming  our  present 
relationship  into  a  closer  union  based  on  federal  or  other  democratic  principles. 

SUPPORT    OF    ATLANTIC    CONVENTION 

This  resolution  has  the  largest  number  of  co-sponsors  ever.  Responsible  con- 
servative spokesmen,  such  as  Dr.  Walter  Judd.  former  Member  of  Congress,  have 
joined  hands  with  more  liberal  persons  to  ur<re  support  for  this  idea.  The  House 
Subcommittee  on  International  Organizations  approved  the  bill  unanimously.  T 
expect  that  the  entire  Committee  will  soon  give  its  strong  endorsement  as  well. 
There  has  been  an  impressive  growth  of  interest  and  support  for  this  resolution. 
No  longer  is  the  idea  of  unity  regarded  simply  a  moonbeam  at  noon. 
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The  support  behind  this  endeavor,  not  only  in  the  House,  bat  in  the  Senate  and 
White  House  as  well,  is  so  substantia]  that  we  can  he  assured  that  a  most  prestigi- 
ous delegation  will  he  named  to  participate  in  this  historic  convention.  It  is  time 
for  the  parliamentary  democracies  of  Europe  to  begin  to  consider  this  question 
more  intensely,  with  a  view  toward  determining  the  nature  of  their  own  role.  For 
after  years  of  patient  hope  and  suhstantive  maturation,  this  idea  will  soon  he 
a  reality  of  our  times. 

A  more  effective  unity  of  our  people  is  a  wholesome  thing  in  its  own  right.  It  is 
douhly  important  in  the  light  of  impending  transformations  of  the  international 
scene  that  I  have  already  discussed.  Rather  than  leading  to  a  withering  of  any 
one  nation's  power,  our  closer  union  will  contribute  to  the  general  strength  and 
influence  of  all.  It  will  he  an  important  signal  to  whatever  forces  are  arrayed 
against  us — a  signal  of  cohesion  in  a  period  of  dissolution,  of  a  growing  inter- 
dependency  of  values,  interests,  and  aspirations. 

Bringing  the  Atlantic  Convention  to  fruition  is  an  important  expression  of 
our  collective  willingness  to  meet  important  problems.  We  must  demonstrate 
actual  will  power  as  well.  This  leads  me  to  my  second  prescription. 

We  must  resist  the  popular  impulse  to  reduce  our  defense  expenditures.  This 
will  be  quite  difficult  for  many.  And  yet  I  say  to  you  it  must  he  done.  More 
than  ever  hefore,  it  is  important  that  the  signal  emanating  from  the  Western 
democracies  he  one  of  strength  and  tirmness.  Many  of  those  in  the  Sovier 
Politburo,  for  instance,  who,  urge  a  resumption  of  the  risky  diplomacy  of  con- 
frontation, do  so  on  the  assumption  that  we  in  the  West  are  in  the  midst  of  a 
crisis  of  confidence.  They  assume  that  our  unwillingness  to  make  commitments 
for  our  collective  defense  helies  an  important  lack  of  steadfastness.  We  must 
not  foster  such  a  perception. 

NOT    ONLY    RESOURCES    NEEDED 

Additional  resources  are  a  necessary  hut  not  sufficient  requirement  for  im- 
proved defense.  There  exists  a  parallel  requirement  to  reorganize  our  posture 
along  more  rational  and  realistic  lines.  As  1  mentioned  in  my  statement  at 
Munich  last  April,  new  precision  technologies  have  important  and  promising 
applications  for  forces  on  the  defensive.  In  order  to  exploit  such  revolutionary 
technologies,  however,  we  may  have  to  make  important  alterations  in  our 
existing  force  structures.  This  may  meet  with  a  predictable  resistance  within 
our  own  defense  bureaucracies.  Such  must  he  overcome.  I  fully  intend  to  press 
along  these  lines  vigorously  in  the  year  ahead. 

It  is  also  important  that  we  make  greater  strides  in  the  standardization  of 
our  equipment  and  weaponry.  Our  current  deficiencies  in  this  regard  are  worri- 
some. Logistical  disparities,  for  instance,  may  greatly  constrain  the  speed  with 
which  Ave  can  deliver  ammunition  during  the  press  of  battle.  The  latest  war 
in  the  Middle  East,  with  its  rapid  expenditure  of  ammunition,  tends  to  demon- 
strate the  urgency  (if  this  problem.  The  lack  of  a  standardized  process  of  com- 
mand and  control  raises  the  prospect  that  (at  either  we  will  he  unable  fully 
to  co-ordinate  the  new  weaponry  that  promises  us  an  advantage,  or  (b)  even 
worse,  we  may  he  reduced  to  great  confusion  in  the  midst  of  high  crisis.  In  a 
positive   vein,   one   notes    the   efforts    that    have   been    made   in   restructuring  our 

tactical  air  forces  in  northern  and  southern  Germany  so  as  to  make  them  more 

compatible  in  organization  and  doctrine. 

When  we  last  met  I  dwelt  at  great  length  on  the  for,,'  reduction  talks.  I  con- 
tinue to  be  wary   of  these  negotiations.    \\Y  used   to  refer  to  them,  of  course,  as 

MI'.FK  (.Mutual  Balanced  Force  Reductions,  i  ;  the  "B"  for  balanced  has  been 
removed,  though,  and  therein  hangs  much  of  tin-  talc  The  Soviet  Union  aspires 
to  freeze  the  existing  asymmetry  in  concrete:  we  wish  to  move  to  a  more  secure 

equality  at   lower  levels  of  forces.  At  a   minimum,  we  must   not  allow  the  Soviets 

to  contractualize  the  existing  imbalance.  Beyond  this,  bowever,  there  are  other 

Concerns  to  which  we  must  attend.  If  United  Slates  forces  are  withdrawn  across 
the  ocean,  "will  Legal  constraints  prevent  us  from  easily  reinforcing  the  alliance 
in  a  time  of  tension?  Will  the  withdrawn  Soviet  forces  pose  a  much  greater 
threat,  being  greatly  more  proximate  to  the  theater  of  potential  conflict? 

The  responses  that  I  have  suggested  for  this  period  of  uncertainty  and  change 
win  require  both  steadfasteness,  and  in  the  case  of  the  Atlantic  Convention,  in- 
spiration.   In    the    midst    of    the    current    flux,    bowever,    there    are    encouraging 

glimmers. 
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HOPE    OF    PORTUGAL 

There  is  now  more  reason  for  hope  and  confidence  in  Portugal.  The  revolution 
in  that  country  has  led  to  see-sawing  emotions  in  the  hearts  of  all  those  who 
favor  self-determination  and  democratic  ways. 

Every  revolution,  of  course,  entails  a  crisis  of  legitimacy.  The  central  question 
of  all  political  succession  is:  By  what  right  does  the  successor  rule?  This  ques- 
tion was  resolved  early  on  in  Portugal  by  the  people  speaking  in  an  appropriate 
electoral  forum.  This  has  been  an  important  element  in  achieving  a  restoration 
of  moderate  elements  in  the  government.  Another  important  fact  was  the 
firmness  exemplified  by  the  European  Economic  Community  in  making  clear  that 
it  would  withdraw  financial  support  until  the  pluralist  democracy  mandated  by 
the  Portuguese  people  was  restored.  I  am  pleased  to  note  that  this  had  not  only 
a  salutary  effect  in  Portugal,  but  that  it  helped  to  promote  greater  European 
cohesion  as  well. 

I  have  tried  today  to  broadly  outline  some  of  the  opportunities  and  chal- 
lenges we  will  face  in  the  days  ahead  and  to  suggest  a  prudent  and  appropriate 
response.  As  always,  I  look  forward  to  benefiting  from  your  reflections,  to  the 
stimulating  and  pleasurable  dialogues  that  always  result.  I  have  every  confi- 
dence that  our  collective  efforts  will  enable  us  to  chart  a  course  safely  through 
uncertain  waters.  As  my  fellow-countryman,  Thomas  Jefferson  once  wrote,  we 
steer  our  ship  with  hope,  leaving  fear  far  astern. 


SOME  POLITICAL  ASPECTS  OF  UNITED  STATES-EUROPEAN 

RELATIONS 

Paper  by  Peter  Kirk 

I.  East- West  Relations 

CONFERENCE  ON  SECURITY  AND  COOPERATION  IN  EUROPE  (CSCE) 

1.  A  third,  summit,  phase  of  CSCE  was  held  in  Helsinki  at  the  end  of  July. 
At  present  it.  is  not  yet  possible  to  assess  the  significance  of  the  Conference.  Its 
importance,  or  lack  of  importance,  in  the  development  of  East- West  relations 
can  only  be  judged  later  in  view  of  the  way  that  its  conclusions  and  principles 
are  carried  into  practice.  As  many  commentators  have  already  observed :  "The 
proof  of  the  pudding  will  be  in  the  eating." 

2.  The  Soviet  Union  gained,  from  the  Conference,  international  acceptance 
of  the  post-war  frontiers  in  Europe.  The  West,  on  its  side,  both  asked  for  and 
obtained  the  beginning  of  talks  on  balanced  force  reductions  in  Europe,  participa- 
tion of  the  United  States  and  Canada.  The  Berlin  Agreements,  some  concessions 
on  SALT.  Soviet  restraint  in  the  Middle  East,  and  an  agenda  which  included 
some  subjects  which  the  Russians  did  not  wish  to  discuss  at  all,  particularly 
human  rights  and  the  freer  movement  of  people  and  information.  Above  and 
beyond  this  it  provided  the  Nine  with  their  first  major  success  in  working  out 
a  concerted  approach  to  an  important  foreign  policy  problem.  It  is  interesting 
to  note  that  the  final  act  of  the  Conference  was  signed  by  Mr.  Moro,  the  Italian 
Prime  Minister,  on  behalf  not  only  of  Italy  but  of  the  Nine. 

3.  In  Committee  I  on  political  and  security  problems  the  West  and  the 
Romanians  successfully  insisted  on  obtaining  a  text  concerning  the  principles 
applying  to  relations  "with  all  other  participating  states  irrespective  of  their 
political,  economic  or  social  systems  as  well  as  their  size,  geographical  location 
or  level  of  economic  development."  This  closed  loopholes  which  the  Russians 
sought  to  keep  open  in  their  proposals  concerning  "relations  between  states  with 
different  social  systems"  under  which  the  USSR  might  have  asserted  its  right  to 
intervene  in  the  affairs  of  states  with  the  same  social  system.  Although  the 
Soviet  Union  obtained  the  inclusion  of  a  text  stressing  the  immutability  of 
frontiers.  West  Germany,  together  with  Ireland  and  Spain  and  others,  insisted 
on  the  possibility  of  peaceful  change  of  frontiers.  In  this  context  the  USSR 
also  accepted  the  reference  to  the  right  of  self-determination  of  peoples.  Finally, 
agreement  was  obtained,  despite  Soviet  reluctance  on  certain  confidence-building 
measures,  in  the  form  of  advance  notice  of  military  movements  and  manoeuvres, 
on  a  voluntary  basis. 

4.  In  Committee  II  on  economics,  science,  trade  and  the  environment  the  main 
unresolved  problem  was  that  of  trade  reciprocity  between  East  and  West.  Other- 
wise this  "basket"  contained  many  practical  proposals  which  may  help  to  in- 
crease East- West  trade.  The  need  to  achieve  a  freer  flow  of  commercial  informa- 
tion was  underlined  in  this  Committee. 

5.  The  most  intractable  problems  were  in  Committee  TIT  on  cooperation  in 
humanitarian  and  other  fields.  The  West  had  succeeded  in  insisting  on  the  inclu- 
sion of  .this  poi'nt  as  a  major  conference  agenda  point,  despite  Soviet  reluctance. 
Although  the  USSR  fought  strenuously  to  obtain  a  preamble  referring  back 
selectively  to  the  principles  in  Basket  I  emphasising  sovereignty  and  non-inter- 
ference the  onlv  concession  it  achieved  was  a  preamble  stnting  that  "this  cooper- 
ation should  take  place  in  full  respect  for  the  principles  guiding  relations  among 
participating  states  as  set  forth  in  the  relevnnt  document."  The  principles  adopted 
now  request  states  to  "facilitate  freer  and  wider  disseminntion  of  information 
of  all  kinds."  In  principle  there  was  also  agreement  on  facilitating  the  reunion 
of  families. 

6.  Apnrf  from  the  three  "baskets"  there  was  protracted  discussion  concerning 
follow-up  to  the  Conference.  In  the  end  the  Eastern  European  proposal  to  estab- 
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lish  a  standing  body  fell  by  the  wayside  and  the  final  result  was  an  agreement  to 
hold  a  meeting  of  officials  in  Belgrade  in  1077  to  review  progress  and  consider 
further  meetings. 

7.  Commenting  on  the  Conference  in  "The  World  Today"'  of  September  1975. 
Richard  Davy  writes :  '"For  the  moment  the  Conference  may  turn  out  to  have 
somewhat  less  influence  than  either  its  friends  or  its  critics  expected.  The  Rus- 
sians have  got  the  Conference  but  it  was  not  quite  the  Conference  they  wanted. 
Nor  was  it  the  Conference  that  Western  critics  feared.  It  will  do  less  than  ex- 
pected to  boost  the  confidence  of  the  Russians,  and  less  to  lull  the  West  into  false 
security.  As  Mr.  Brezhnev  said  at  Helsinki,  everybody  has  won.  But  we  still  do 
not  know  what  they  have  won." 

MUTUAL    AND    BALANCED    FORCES    REDUCTIONS     (MBFB) 

8.  In  view  of  the  controversy  within  the  West  about  the  respective  military 
strength  of  NATO  and  the  Warsaw  Pact  in  the  MBFR  geographical  area  (West 
Germany  and  the  Benelux  countries.  East  Germany,  Poland  and  Czechoslovakia) 
it  may  be  useful  to  set  out  the  most  recent  estimates  of  the  International  Institute 
for  Strategic  Studies  concerning  manpower  and  developments  : 

THE  MILITARY  BALANCE,  1975-76 


Manpower  (thousands) 


Ground 


A;r 


Equipment 


Tanks 


Aircraft 


NATO: 

United  States.. 

Britain 

Canada 

Belgium 

Netherlands... 
West  Germany. 

Subtotal.... 
France 

Total 

Warsaw  Pact: 

Soviet  Union... 
Czechoslovakia 
East  Germany. 
Poland 

Total 


198 

41 

2,100 

280 

55 

9 

650 

130 

3 

2 

30 

50 

63 

20 

375 

140 

78 

21 

525 

160 

345 

117 

2,650 

550 

742 

210 

6,330 

1,310 

58  

325  .... 

800 

210 

6,655 

1,310 

460 

45 

8,000 

1,200 

155 

45 

2,600 

405 

100 

28 

1,650 

325 

210 

60 

3,200 

825 

925 


178 


15,450 


2,800 


9.  Since  the  MBFB  Situation  is  well  known  and  has  been  much  discussed,  your 
rapporteur  considers  that,  at   this  Stage,  it  is  only  necessary  to  recall  the  basic 

proposals  made  by  NATO  and  the  Warsaw  Pact,  xato  lias  suggested  I  be  reduc- 
tions to  be  made  in  two  phases.  The  first  would  involve  a  15%  cut  in  I'S  and 
Soviet  ground  forces  in  the  area  concerned,  which  would  leave  1(>S.(HM>  US  troops 
(a  reduction  of  30,000)  and  301,000  Soviet  troops  (a  reduction  of  69,000). 

10.  In  the  second  phase  there  would  he  a  reduction  of  both  NATO  and  Warsaw 

Pact  ground  forces  to  a  common  ceiling  of  700,000,  Involving  further  cuts  by 

.NATO  of  70,000  and  further  cuts  by  the  Warsaw  Pact  of  1.66*000.  Although  it 
seems   likely    that    the   proposal    that   cuts   should   begin    with    ground    forces   i* 

aimed  to  t'n^  negotiations  from  the  complexities  that  would  be  caused  by  Ln- 
cluding  air  forces,  ami  their  equipment,  the  problem  is  complicated  by  the  Pad 

that  whereas  some  countries  have  surfaces-to-air  forces  in  their  armies,  other- 
have  these  in  their  air  forces. 

li.  The  Warsaw  Pad  has  proposed  thai  both  ground  and  air  forces  In  the  area 
should  be  covered.  The  figures  on  which  the  Warsaw  Pad  propose  their  reduc- 
tions are:    NATO    1,010,000  and    the   Warsaw   Pact    1,100.000.  The   Warsaw    Pact 

proposal  envisages  the  cuts  in  three  phases.  The  first   reduction  of  20,000  by  both 

sides  by  1975,  Leaving  figures  of  990,000  and  1,079,000;  the  second  reduction  of 
595  bj  1976,  Leaving 940,000  and  1,025,000;  and  a  final  reduction  of  10%  by  P.>77. 
The  residual  figures  would  then  be  845,000  air  and  ground  forces  for  NATO  and 
925,000  for  the  Warsaw  Pact 
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12.  The  Warsaw  Pact  has  also  proposed  that  aircraft  in  the  area  should  be  in- 
cluded in  MBFR  as  should  be  nuclear  forces.  NATO  is  interested  in  trying  to 
revise  the  present  disparity  in  tanks  showed  in  the  above  table. 

13.  Amongst  many  differences  between  NATO  and  the  Warsaw  Pact  concern- 
ing MBFR  the  essential  one  is  that  whereas  Eastern  European  countries  wish,  in 
the  first  phase  of  reductions,  to  reduce  not  only  Soviet  and  US  forces  in  Europe 
but  also  European  forces.  NATO  on  its  side,  insists  that  initial  reductions  should 
be  limited  to  the  forces  of  the  two  super-powers  with  further  reductions  being 
brought  in  during  a  second  stage.  Whereas  NATO  continues  to  argue  that  re- 
ductions negotiated  should  be  ••balanced"',  i.e.,  that  greater  cuts  should  be  made 
by  the  Eastern  side — which  has  a  conventional  superiority  in  the  reduction  area — 
so  as  to  end  up  with  similar  numbers  of  armed  men  on  both  sides,  the  USSR  and 
its  allies  continue  to  maintain  their  basic  position  which  is  that  cuts  should  be 
on  a  one-for-one  basis. 

SALT 

14.  Attempts  to  reach  a  second  Strategic  Arms  Limitation  to  complement  the 
first  SALT  agreement  are  blocked,  the  main  difficulties  apparently  concerning 
the  verification  of  MIRY  (Multiple  Independently-targetable  Re-Entry  Vehicles) 
missiles,  and  the  classification  of  bombers  and  cruise  missiles.  Military  com- 
mentators stress  that  unless  agreement  is  reached  in  these  key  areas,  both  super- 
powers will  press  on  with  vast  and  extremely  expensive  programmes  giving  a 
further  twist  to  the  arms  race  spiral.  Thus  President  Ford  has  warned  the 
Soviet  Union,  in  a  recent  speech,  that  unless  there  was  agreement  on  the  next 
phase  of  nuclear  arms  limitation  he  would  propose  an  additional  .$2-3  billion  for 
strategic  arms  spending.  Press  reports  that  the  Soviet  Union  has  wriggled  out  of 
its  commitment  under  SALT  I  have  been  denied  by  the  US  Administration. 

15.  Ex-Chancellor  Brandt  has  recently  aired  the  idea  that  it  would  help  to 
break  the  disarmament  stalemate  if  XATO  were  to  offer  to  withdraw  a  number 
of  tactical  nuclear  weapons,  in  Europe,  in  exchange  for  the  withdrawal  of  a  num- 
ber of  Soviet  tanks.  As  some  military  experts  have  already  pointed  out  such  an 
exchange  would  be  dangerous  since  the  Soviet  Union  has  had  about  600  inter- 
mediate range  missiles  implanted,  facing  us.  in  Eastern  Europe  for  a  number 
of  years.  These  arms  are  not  covered  by  the  SALT  or  MBFR  negotiations.  Mr. 
Brandt's  suggestion  would  confirm  the  immunity  of  these  Russian  weapons  from 
discussion.  It  would  also  involve  XATO,  for  the  first  time,  in  unilateral  nuclear 
disarmament — a  dangerous  precedent. 

WESTERN     BRAIN     SALES    TO    THE    SOVIET    UNION 

16.  There  is  another  poor  grain  harvest  in  the  Soviet  Union  this  year.  The 
USSR  has  already  purchased  widely  on  the  world  market,  mainly  from  the 
United  States  and  also  from  Canada.  Australia  and  elsewhere,  to  compensate  for 
this  year's  disastrous  grain  production.  The  Russians  have  already  bought  16.5 
million  tonnes  this  year  on  the  world  market,  of  which  nearly  10  million  tonnes 
was  purchased  from  the  US  before  an  embargo  of  US  grain  exports  to  the  Soviet 
Union  was  imposed  until  after  the  October  10  US  crop  estimates. 

17.  At  the  time  of  writing  talks  on  a  long-term  agreement:  for  US  grain  sales 
to  the  Soviet  Union  are  still  in  progress.  It  seems  that  agreement  has  been 
reached  on  sales  of  between  6  million  and  8  million  tonnes  of  wheat  and  maize 
in  each  of  the  next  five  years,  with  consultations  whenever  the  USSR  wishes 
to  buy  more  than  8  million  tonnes  in  any  year.  The  US.  apparently,  wishes  an 
escape  clause  permitting  a  cut-back  in  supply  in  a  bad  crop  year  when  its  out- 
put would  fall  below  a  set  level.  Apparently  the  USSR  would  find  this  acceptable 
if  there  were  a  balancing  clause  permitting  it  to  waive  its  purchase  commitment 
in  any  year  when  its  own  domestic  production  exceeded  a  set  level. 

18.  Any  agreement  of  this  kind  will  clearly  have  both  commercial  and  political 
implications.  There  will  be  price  implications  both  for  the  US  and  world  con- 
sumers, and  an  agreement  of  this  kind  could  increase  US  political  Leverage  on 
grain  importing  governments  including  that  of  the  Soviet  Union.  A  CIA  study 
published  last  year  states  that  due  to  its  grain  surpluses  "without  indulging  in 
blackmail  in  any  sense,  the  US  would  gain  extraordinary  political  and  economic 
influence  .  .  .  The  major  powers  would  be  at  least  partially  dependent  on  food 
imports  from  the  United  States. "'  In  this  context  it  is  interesting  to  note  that 
Senator  Jackson  has  proposed  a  grain-for-oil  barter  deal  which  could  start  a  flow 
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of  Soviet  oil  to  the  United  States.  If  the  United  States  Government  were  able 
to  negotiate  a  deal  of  this  kind  the  entry  of  Soviet  oil  might  affect  the  ability 
of  OPEC  to  set  prices  unilaterally. 

II.  Iberian  Pexxixsi:  a 

PORTUGAL 

10.  During  recent  months  the  power  struggle  has  continued  in  Portugal.  Throe 
main  trends  can  be  identified  within  the  Armed  Forces  Movement:  those  who 
follow  Goncalves  policies  which  are  said  to  favour  the  creation  of  a  burearcratic 
Communist  state  with   the  means  of  production  controlled  by  the  proletariat: 
the  moderate  officers  led  by  Major  Alliums,  who  apparently  favour  democratic 
socialism  on  a  pluralist  Western  scale:  and  the  radical  officers  led  by  the  volatile 
Brigadier  de  Carvalho.   who  lias  called  for  a  system   in  which  popular   | 
would  be  held  by  popular  associations  of  workers  and  peasants.  Although  the 
Socialist  Party  and  its  allies  ha\o  been  excluded  from  the  political  pi 
Communist  Party  has  suffered  a  number  of  setbacks  to  its  previously  dom 
position.  Although  the  internal  political  situation  still  remains  far  fr 
in  external  affairs  Portugal  remains  a  member  of  the  North  Atlanti 
and  has  been  in  close  contact  with  the  European  Community.  Meeting  in  Luxem- 

;  on  (;  October  the  Foreign  Ministers  of  the  Nine  agreed  to  give  iv. 
£75  million  of  emergency  financial  aid.  This  offer,  which  was  loss  than  some  mem- 
bers of  the  Community  wanted  to  give  and  very  much  less  than  originally  pro- 
posed by  the  Commission,  was  conveyed  to  the  Portuguese  Foreign  Mini 
Major  Antunes.  in  Luxembourg  on  7  October. 

20    The  Ministers  agreed   that   the  aid   should   tnke  the  form  of  loans  from 
the  European  Investment  Bank,  at  a   specially  low  subsidised  rate  <<':'  [\  ■■ 
to  finance  industrial  projects  proposed  by  the  Portuguese  Government.  It  lots 
still  to  be  decided  whether  the  o^<t  of  the  subsidised  loans  should  be  met  directly 
from  national  Treasuries  or  out  of  the  EEC  Budget. 

21.  The  question  of  what  role  the  Community  should  play  towards  Portugal  has 
been  and  remains  a  very  difficult  one  to  resolve.  P 

taken,  from  the  very  beginning  of  the  new  situation  in  Portugal,  a  stronger 
stand,  though  this  could  have  involved  the  risk  of  supporting  a  non-democratic 
solution?  Or  has  the  present  cautious  approach  been  the  right  one?  Some  ob- 
servors  still  consider  that  the  present  approach  has  resulted  in  giving  too  little, 
too  late  to  Portugal,  thus  weakening  the  incentive  that  the  Community  can  t  ro- 
vide  to  help  the  moderate  and  democratic  forces  in  Portugal  to  prevail 
crucial  factor  must  never  be  forgotten.  The  Portuguese  people  have  already  ex- 
pressed, through  the  polls,  their  own  views  as  to  the  kind  of  government  they 
want.  If  is  to  be  hoped  that  Western  democracies  will  encourage  the  Portuguese 
people  to  achieve  a  solution  in  the  sense  that  the  Portuguese  people  have 
Indicated. 

22.  The  Soviet  Union  has  followed  developments  in  Portugal  with  dose  atten- 
tion. During  his  recent  visit  to  Moscow  President  Costa  <'  igned  on  3 
October,  an  agreement  under  which  the  USSB  will  provide  economic  aid  to  P 

g;il.  As  vet  there  is  little  sign  of  direct  Soviet    inlorvont 
View  of  the  Helsinki  Summit  of  the  Conference  on  Security  and  C 
Europe  it  is  to  be  hoped  that  the  rssu  will  resist  any  possible  tern] 
Intervene  directly  in  Portuguese  polil  Ics. 

23.  The  European  Parliament  Invited  members  of  the  Portuguese  Co 
Assembly  to  attend  its  Octob<  □  in  Strasbourg,  but  in  the  event  no  Portu- 
guese parliamentarians  came  to  St  rasb 

SPAIN 

24.  The  political  situation  within  Spi  In  has  Inevitably  hocn  Influenced  h? 
recent  events  in  Portgual.  Althoii  •  rising  living  standards   the 
tourist  boom,  and  Increasing  Indi                tion  fixed  the  Interest  of  th< 

people  on  economic  rather  than  political  problems,  the  deterioration  < 

nomic  situation  over  the  past  veaT  or  two  has  led  to  a  situation  of  economic 

unrest  which  is  exacerbated  by  Btrong  political  tensions. 

the  Prime  Minister    Ml  Navarro,  promised  democratic  re- 

forms iii  February  1974  the  Caudillo  has  refused  to  accept  any  politic.:! 
There  Ih  .•>  danger  that  Spanish  politics  win  be  polarized  into  a  dangerous  official 
me  right/underground  extreme  h  ft  confrontation. 
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26.  Until  very  recently  the  question  arose  of  how  Western  countries  might  try 
to  influence  the  development  of  the  situation  in  Spain  so  that  following  General 
Franco's  death  an  internal  political  explosion  could  be  avoided.  But  the  execu- 
tion, at  the  end  of  September,  of  five  political  prisoners,  following  the  most 
summary  of  trials,  and  despite  the  appeals  for  clemency  of  the  Pope  and  many 
other  world  leaders  has,  at  least  for  the  time  being,  ruled  out  this  possibility. 

•wing  the  adoption  of  a  resolution  by  the  European  Parliament  in  September, 
calling  on  the  Commission  and  the  Council  "to  freeze  existing  relations  until 
such  time  as  freedom  and  democracy  are  established  in  Spain"  the  Foreign 
Ministers  of  the  Nine  decided  in  Luxembourg,  in  October,  to  break  off  trade 
talks  with  Spain. 

27.  Following  the  execution  of  the  five  political  prisoners  political  unrest  in 
Spain  lias  intensified  and  a  number  of  policemen  and  civilians  have  been  killed. 

28.  Although  the  political  executions  in  Spain  have  been  rightly  condemned  by 
world  opinion,  it  should  be  remembered  that  comparable  events  are  by  no  means 
unknown  in  several  other  countries  with  which  the  European  Community  is 
developing  closer  relations.  It  is  to  be  hoped  that  we  do  not  fall  into  the  trap 
of  developing  a  double  standard  of  political  morality. 

III.  Eastern  Mediteeraxeax 

cypres 

29.  Cyprus  remains  the  flashpoint  in  the  Eastern  Mediterranean.  In  August 
Mr.  -'] erides,  leader  of  the  Greek  Cypriot  Community,  and  Mr.  Denktash,  leader 
of  the  Turkish  Cypriot  Community,  agreed  that  Cyprus  should  be  divided  into 
two  federated  zones  and  that  in  return  for  this  Greek  concession  the  Turkish 
area  should  be  less  than  the  present  40%  of  the  island  under  Turkish  occupation. 
Archbishop  Makarios  has,  however,  repudiated  this  agreement.  The  Turkish  mili- 
tary position  on  the  island  is  strong  and  well  entrenched.  There  are  reported 
to  be  some  200,000  homeless  refugees  on  the  island  out  of  260,000  Greek  Cypriots 
who  used  to  inhabit  what  is  now  the  Turkish-occupied  part  of  Cyprus.  Further 
it  is  clear  that  there  lias  been  large-scale  Turkish  immigration  into  the  north 
of  Cyprus,  which  can  only  make  a  final  political  solution  more  difficult. 

30.  Quite  apart  from  the  solution  of  the  political  problem  there  is  the  urgent 
human  problem  of  feeding,  clothing  and  housing  the  refugees.1  The  European 
Community  provided  special  food  aid  to  Cyprus  in  1974  as  follows  :  3,000  tons  of 
cereals  :  250  tons  of  powdered  milk ;  200  tons  of  butter  oil.  Further,  individual 
Members  States  of  the  Community  have  given  food  aid  to  Cyprus  bilaterally. 
Under  the  normal  European  Community  food  aid  programme  Cyprus  also  received 
in  the  autumn  of  1974:  5,000  tons  of  cereals  and  250  tons  of  butter  oil.  Further 
supplies  of  European  Community  normal  food  aid  flowing  to  Cyprus  during  1975 
include:  5.000  tons  of  cereals;  300  tons  of  butter  oil.  A  further  1,000  tons  of 
cereals  i<  being  given  by  Denmark  through  the  world  food  programme. 

31.  Although  the  Member  States  of  the  European  Community  have  an  extremely 
Strong  interest  in  helping  to  promote,  with  Greece  and  Turkey,  a  durable  solution 
to  the  Cyprus  problem  there  is  little  they  can  do.  apart  from  providing  humani- 
tarian aid.  until  the  Greek  and  Turkish  Governments  are  themselves  prepared  to 
negotiate  seriously.  But  at  present  the  Turks,  in  their  dominant,  on-the-spot 
military  position,  have  little  incentive  to  move.  The  tension  between  Greece  and 
Turkey  over  Cyprus  is  heightened  by  the  continuing  Greek/Turkish  dispute 
concerning  ownership  of  the  continental  shelf  around  the  Aegean  Islands  and 
the  Turkish  coast. 

GREECE 

At  the  meeting  of  the  EEC-Greece  Council  Association  in  July  the  Greek 
Government  stressed  the  urgency  and  the  importance  it  attached  to  its  request  to 
become  a  full  member  of  the  EEC.  The  Greek  Government's  application  remains 
under  consideration  by  the  Nine  (at  present  mainly  at  the  level  of  joint 
technical  studies  with  Greece)  pending  the  report  of  the  Commission  which  is 
awaited  with  interest.  The  Nine  whilst  revealing  political  sympathy  for  Greece's 


1  Their  situation  remains  a  tragic  one  despite  the  agreement  reached  between  Mr.  Denk- 
tash, leader  of  the  Turkish  Cypriot  Community,  and  Mr.  Clerid«s,  leader  of  the  Greek 
Cypriot  Community,  at   Vienna   on   1   August  permitting  some   10.000  Greek  Cypriots   to 

n    e   to   live   in  the   northern   part   of   Cyprus   and   some   9v0O0   Turkish    Cypriots   living 
in  southern  Cyprus  to  move  north  into  the  Turkish  occupied  part  of  the  island. 
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ambitions,  realise  that  there  are  many  economic  and  political  problems  to  be 
solved.  For  Greece  its  relationship  with  the  EEC  is  particularly  important  in 
the  light  of  its  loosening  of  links  with  the  United  States  and  with  NATO.  Greece's 
application  also  raises  the  future  relationship  to  EEC  of  the  other  two  European 
associated  members  of  the  Community — Cyprus  and  Turkey. 

TURKEY 

33.  Since  the  fall  of  Mr.  Ecevit's  Government  Mr.  Demirel's  Government  has 
remained  in  power  since  April.  Mr.  Demirel's  position  has.  indeed,  been  rein- 
forced by  the  partial  elections  to  the  Senate  and  to  the  Assembly  held  in  October. 
Whereas  Mr.  Ecevit.  despite  his  successful  military  take-over  of  northern  Cyprus, 
showed  interest  in  reaching  a  compromise  solution  with  Greece  of  the  Cyprus 
problem.  Mr.  Demirel's  position  is  based  on  a  tough,  no-compromise  line  over 
Cyprus. 

.",4.  Turkey's  whole  relationship  with  the  United  States  and  with  NATO  was 
placed  under  severe  strain  by  the  embargo  imposed  by  the  U.S.  Congress  on  U.S. 
supplies  to  Turkey  and  by  the  cutting-off  of  U.S.  financial  aid.  At  the  end  of 
July  Mr.  Demirel  reacted  by  taking  over  control  of  U.S.  military  bases  in  Turkey, 
including  important  electronic  intelligence-gathering  stations. 

35.  The  decisions  by  the  U.S.  House  of  Representatives  on  2  October,  and  the 
Senate,  on  8  October,  to  lift  (under  certain  conditions)  the  arms  embargo  have 
been  greeted  with  relief  by  those  who  have  stressed  the  importance  of  maintaining 
a  strong  political  and  military  relationship  between  Turkey  and  its  NATO  part- 
ners. Had  Turkey  been  tempted  to  break  its  ties  with  the  United  States  and  to 
loosen  its  relationship  with  NATO  the  strategic  situation  in  the  Eastern  Medi- 
terranean— already  dangerously  weakened  by  Greece's  attitude  to  the  U.S.  and 
to  NATO — could  have  deteriorated  sharply.  It  is  interesting  to  note  that  the  For- 
eign Ministers  of  the  Nine  were  already  reported  as  having  disapproved  (at  their 
Venice  meeting)  the  continuance  of  the  American  arms  embargo,  especially  in  the 
light  of  the  Cyprus  problem.  The  arms  embargo  was  also  discussed  at  the  EEC 
Turkey  Association  meeting  on  16  September  in  Brussels. 

30.  Although  the  Turkish  Government  has  expressed  relief  at  the  partial  lifting 
of  the  U.S.  arms  embargo  there  is  still  some  way  to  go  before  full  confidence  can 
lie  restored  between  Turkey  and  the  U.S.  The  Turkish  Foreign  Minister.  Mr.  Cag- 
layangil.  stated  in  Ankara  on  2  October:  "It  is  out  of  the  question  that  the  U.S. 
installations,  which  were  closed  before,  are  reactivated  again  and  immediately." 
However,  talks  between  the  Turkish  and  U.S.  Government  on  formulating  a  new- 
relationship  between  the  two  countries  are  expected  l<>  open  later  this  month. 

IV.  The  Middle  EAST 

.".7.  The  main  development  in  the  Middle  East  since  the  Munich  meeting  has 
been  the  interim  agreement  on  the  Sinai  between  Egypt  and  Israel.  Under  the 
agreement  Israel  is  committed  to  withdraw  from  strategic  bases  and  oilfields.  In 
exchange  Egypt  is  now  committed  to  a  peaceful  settlement  of  its  conflict  with 
Israel.  The  i  wo  parties  describe  the  agreement  as  being  a  "significant  step"  to- 
wards implementing  U.N.  Security  Council  Resolution  No.  .'>.">s,  winch,  in  turn, 
commits  both  Israel  and  Egypt  to  implementing  Resolution  No.  212.  which  has 
been   the  basis  of  most  Middle  East  peace  efforts  since4  1987. 

38.  The  ultimate  significance  of  the  Sinai  Pact  depends  on  whether  it  enables 
the  two  parties,  and  thus  others  directly  concerned,  such  as  Syria,  to  develop  Dr. 

Kissinger's  ••step  by  step"  approach  into  a  wider  and  more  permanent  settlement. 
Meanwhile,  scepticism  and  hostility  towards  the  Sinai  Agreement  have  been  ex- 
pressed by  Syria  and  the  Palestine  liberation  Organisation.  Whereas  the  United 
States,  on  Ltfl  Bide,  seems  prepared  to  enter  fully  into  any  form  of  Middle  East 
dialogue  that  COUld  reduce  tensions  and  promote  a  genuine  Middle  East  settle- 
ment, il   is  by  no  means  clear  whether  Syria  and  the  Palestinians,  whose  active 

participation  are  also  required,  are  prepared  by  play  ball.  Further,  the  USSB  has 

been  offended  by  the  agreement  both  in  the  light  of  the  prospect  of  :i  physical  U.S. 

presence  in  Sinai  and  U.S. /Israeli  discussions  concerning  the  supply  of  Pershing 

missiles  to  Israel,  together  with  the  implantation  of  U.S.  technicians  there.  With- 
out Soviet  agreement,  also,  there  cannot  be  a  realistic  Middle  Bast  Battlement 

V.  BOOT  n  E  \sr  A.SIA   warm    ENDOl    i  mi    Wai;  in  [NDOOHTB  \ 

89.  The  fall  of  SOUtfa  Vietnam  and  Cambodia  (and  possihly  Laos),  s\  inboliscd 
by  the  takeover  of  Saigon  by  North  Vietnamese  and  VietCOng  forces  on  80  April, 
has  been  a  triumph  for  the  Indochina  Communisl  Party   (IGP). 
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40.  The  ICP  is  now  in  an  unchallenged  situation  as  the  leading  military  power 
of  South-East  Asia.  The  questions  that  arise  concern  not  so  much  its  dominant 
position  but  the  implications  for  the  rest  of  South-East  Asia  and  for  the  allies 
of  the  United  States. 

41.  As  far  as  the  second  point  is  concerned,  Secretary  of  State  Kissinger  stated 
at  a  press  conference  on  29  April :  '"We  will  have  to  assess  the  impact  of  Indochina 
on  our  allies  and  on  other  countries  in  that  area  and  on  their  perceptions  of  the 
United  States,  and  we  will  have  to  assess  also  what  role  the  United  States  can 
responsibly  play  over  an  indefinite  period  of  time,  because  surely  another  lesson 
we  should  remember  from  the  Indochina  experience  is  that  foreign  policy  must 
be  sustained  over  decades  if  it  is  to  be  effective,  and  if  it  can  be,  then  it  has  to  be 
tailored  to  what  is  sustainable.  The  President  has  already  reaffirmed  our  alliance 
with  Japan,  our  defence  treaty  with  Korea  and  we,  of  course,  also  have  treaty 
obligations  and  important  bases  in  the  Philippines.  We  will  soon  be  in  consultation 
with  many  other  countries  in  that  area,  including  Indonesia  and  Singapore  and 
Australia  and  New  Zealand,  and  we  hope  to  crystallise  an  Asian  policy  that  is 
suited  to  present  circumstances  with  close  consultation  with  our  friends." 

42.  In  the  countries  of  South-East  Asia,  the  ending  of  the  US  military  involve- 
ment in  Vietnam  has  already  provoked  and  is  continuing  to  provoke  reflection 
concerning  political  alignments  and  realignments.  Peking's  prestige  and  influence 
in  South-East  Asia  has  certainly  risen  to  a  marked  degree  following  the  revolu- 
tionary successes  in  Vietnam  and  Cambodia,  especially  in  Cambodia  where  the 
USSR  backed  the  old  regime  until  almost  the  last  moment.  But  China  still  has 
an  interest  in  a  continued  US  military  presence  in  Indochina  and  Japan  as  a 
counterbalance  to  potential  Soviet  expansionism — particularly  in  view  of  the 
growing  Soviet  naval  activity  in  the  region.  As  Michael  B.  Yahuda  has  written  in 
"The  World  Today"  of  July  1975  : 2  "The  dilemma  for  China,  therefore,  is  to  what 
extent  she  can  oppose  specific  important  outposts  of  the  American  military 
deployment  in  East  Asia,  without  undermining  American  credibility  as  a  counter- 
vailing power  in  the  area.  China's  leaders  cannot  set  aside  their  support  for 
North  Korea  or  their  intention  of  liberating  Taiwan.  At  the  same  time  they 
cannot  welcome  a  possible  total  American  withdrawal  in  the  immediate  future." 

43.  On  their  side,  although  Malaysia,  of  the  ASEAN  countries,  has  normalised 
relations  with  China,  Singapore  and  Indonesia  are  still  hesitant,  Thailand  prefers 
a  very  cautious  approach  and  the  Philippines  are  worried  about  possible  subver- 
sion of  their  local  ethnic  Chinese  population.  Until  the  resolution  of  the  prelim- 
inary question  of  what  relations  are  established  between  Laos,  Cambodia  and 
Vietnam  and  China,  the  attitude  of  the  other  South-East  Asian  countries  will 
perhaps  continue  to  be  undecided.  Meanwhile  the  five  ASEAN  countries  have  not 
been  able  to  move  beyond  mutual  consultation  to  the  development  of  a  common 
approach  towards  China  or  the  new  Communist  countries.  Further,  it  is  not  yet 
clear  whether  China  intends  to  play  a  "responsible"  diplomatic  role  with  the 
ASEAN  countries  or  whether  she  will  encourage  revolutionary  movements. 

44.  Finally,  as  far  as  the  European  Community  is  concerned,  it  should  be  noted  : 
(a)  that  China  has  now  achieved  full  diplomatic  representation  with  the  Com- 
mission through  the  appointment  of  an  ambassador  to  the  European  Communities 
in  Brussels;  (b)  that  a  delegation  of  the  European  Parliament,  led  by  the 
President,  Mr.  Spenale,  visited  the  ASEAN  countries  this  summer. 


2  "China's  foreign  policy  after  the  victories  in  Indochina". 


Thursday,  30  October  1975 

SUMMARY  OF  DISCUSSION 

Working  Group  A — Discussion  of  Draft  Eeport  on  an  Interna- 
tional Code  of  Good  Conduct  for  Multi-National  Concerns 

(Working  Documents :  Mr.  Sam  Gibbons,  Mr.  Lange)1 

Mr.  Sam  Gibbons  introduced  the  discussion  on  the  working  docu- 
ment prepared  by  Mr.  Lange.  (PE.  42.110)  He  recalled  that  this 
was  the  fifth  discussion  on  this  topic  and  reminded  members  that  the 
meeting  was  public. 

After  answering  some  questions,  Mr.  Gibbons  explained  that  he, 
together  with  Mr.  Lange,  whom  he  had  met  prior  to  this  meeting,  was 
proposing  that  for  the  next  meeting  this  document,  after  examination 
and  improvement,  could  be  considered  as  a  draft  Code  on  Multi- 
national Companies  for  industrial  nations.  It  could  be  put  to  the 
respective  governments  within  the  European  Community  and  the 
Lriited  States,  and  it  was  hoped  to  include  Japan  also. 

Mr.  Fithian,  for  his  part,  considered  that  the  point  had  been  reached 
where  the  MNCs  were  avoiding  taxation  thanks  to  their  ability  to 
juggle  profits  and  prices.  As  their  activity  exceeded  national  bound- 
aries, the  only  valid  approach  was  the  international  one,  in  order  to 
have  some  control  over  their  financial  behaviour. 

importance  of  transparency 

Mr.  Seefeld  stressed  the  importance  of  transparency  in  the  matter 
of  taxation  and  strongly  recommended  the  adoption  of  Mr.  Lange's 
proposal  in  that  field. 

Congressman  Gibbons  and  Mr.  Delmotte  insisted  on  the  need  for 
any  controlling  agency  to  follow  the  development  of  the  MNCs  and 
hence  the  need  for  regularly  updated  information. 

Congressmen  and  Members  of  the  European  Parliament  drew  com- 
parison between  their  respective  national  legislations  on  MNCs. 
Congressman  Gibbons  explained  that  in  the  LTnited  States  MNCs  could 
not  be  treated  more  harshly  than  American  companies. 

A  discussion  took  place  on  the  necessity  for  MNCs  to  report  on 
jobs  created  or  abolished  as  a  result  of  their  activities.  Mr.  Delmotte 
pointed  out  that  in  cases  of  unemployment,  the  government  must 
always  explain  economic  situations,  even  those  in  which  it  lacked 
effective  control. 

Mr.  Seefeld  made  a  compromise  proposal  by  asking  for  the  inclusion 
of  the  idea  that  wherever  the  right  to  information  on  such  topics 
existed,  it  should  be  respected  by  MNCs. 

1  Sec  pp.  25  and  27.  respectively. 
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EC    COMMISSION    AND   OEGD   PROPOSALS 

Both  Congressman  Gibbons  and  Mr.  Seefeld  recommended  that  the 

work  on  MNCs  should  be  carried  further,  and  that  the  document  by 
Mr.  Lange,  and  a  '•Compendium  from  Different  Source-  of  Principles 
for  Inclusion  in  a  Draft  Code  on  MNCs  for  Industrial  Nations" 
(presented  for  discussion  purposes  by  Congressman  Gibbons)  should 

be  examined  by  all  parliamentarians  interested.  They  also  expressed 
the  wish  that  the  draft  code  to  be  presented  at  the  next  meeting  should 
be  related  to  the  study  made  by  OECD  on  MNCs  and  to  the  report 
prepared  by  the  Commission  of  the  European  Communities  on  MN(  is. 


PAPERS 

COMPENDIUM  FROM  DIFFERENT  SOURCES  OF  PRINCIPLES  FOR  IN- 
CLUSION IN  DRAFT  CODE  ON  MULTINATIONAL  ENTERPRISES 
(MNE)  FOR  INDUSTRIAL  NATIONS 

Paper  by  Mr.  Sam  Gibbons 

Introduction 

MNEs  can  play  an  important  role  in  economic  and  social  welfare,  but  certain 
of  their  characteristics  can  give  rise  to  concern  and  conflict  with  national  policy 
objectives. 

The  guidelines  are  purely  voluntary.  (Alternatively,  the  guidelines  should  be 
binding  on  MNEs,  host  governments,  and  parent  governments. ) 

Each  country  has  the  right  to  set  conditions  for  MNEs  within  its  national 
jurisdiction,  subject  to  international  law  and  international  agreements. 

MNEs  are  companies  of  private,  state,  or  mixed  ownership  established  in  differ- 
ent countries  and  so  linked  that  one  can  exercise  a  significant  influence  over 
others. 

Where  relevant,  these  guidelines  should  apply  to  all  enterprises,  national  as  well 
as  multinational. 

Governments  should  use  international  dispute  settlement  mechanisms  (arbitra- 
tion). 

Governments  have  a  responsibility  to  treat  MNEs  according  to  international 
law. 

Governments  must  acknowledge  their  responsibility  to  deal  with  conflicts  of 
laws  as  they  affect  MNEs. 

Member  nations  will  establish  review  and  consultation  procedures. 

MNEs  should  give  consideration  to  national  policy  objectives  of  the  host5 
country. 

MNEs  should  not  discriminate  between  nationalities  on  filling  positions. 

Enterprises  should  not  make  nor  be  solicited  to  make  payments  to  host  govern- 
ment officials  or  contribute  to  political  parties,  unless  such  contributions  are 
lawful  and  details  of  amounts  and  of  beneficiaries  are  disclosed. 

(Alternatively— MNEs  should  observe  local  standards  and  practice  with  regard 
to  providing  gifts  to  public  officials,  contributing  to  political  organizations,  and 
engaging  in  political  activities.) 

Information 

In  addition  to  information  required  by  national  laws,  and  taking  into  account 
business  confidentiality.  MNEs  should  disclose  yearly  information  on  their  activ- 
ities in  each  country  in  which  they  operate,  with  respect  to  : 

Financial  and  organizational  structure  ; 

Geographical  operations  ; 

Investment ; 

Financial  results  and  sales  ; 

Capital-transactions ; 

Emplovees  ; 

R.  &  T). : 

Pricing  policies: 

Accounting  practices. 

MNEs  should  assist  subsidiaries  in  providing  necessary  information  on  their 
activities  to  host  authorities,  taking  into  account  business  confidentiality. 

Financing 

MXEs  in  their  financial  transactions  should  take  into  consideration  balance  of 
payments  and  credit  objectives  of  the  host  country. 

(25) 
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Restrictive  Practices  axd  Competition 

In  addition  to  abiding  by  national  law,  MNEs  should  : 
Avoid  action  that  would  adversely  affect  competition ; 
Avoid  discriminatory  pricing ; 

Avoid  restricting  freedom  of  operation  of  subsidiaries,  licensees,  etc.: 
Avoid    engaging  in   cartels   or   restrictive  agreements   that  adversely   affect 
competition ; 

Cooperate  with  enforcement  authorities. 

Taxation 

MXEs  should  provide  tax  authorities  with  relevant  information  and  should 
avoid  tbe  use  of  facilities  that  alter  the  tax  base  contrary  to  national  law  (trans- 
fer pricing). 

Employment  axd  Industrial  Relations 

MNEs  should: 

Permit  employee  representative  organizations; 

Provide  such  organizations  with  necessary  information: 

Observe  local  employment  and  industrial  relations  standards; 

Train  and  utilize  local  labor  : 

\n  changing  operations,  relieve  the  effect  on  employees  and  give  due  notice; 

Avoid  discrimination  on  the  basis  of  sex,  age,  religion,  color,  ethnic  origin,  or 
political  activity,  unless  in  pursuit  of  national  policy  aimed  at  greater  equality  of 
employment ; 

Not  I  ransfer  an  operation  because  of  a  labor  dispute  : 

Allow  labor  representatives  to  negotiate  with  MNE  management  that  has  au- 
thority over  its  areas  of  concern. 

Technology 

MNEs  should  add  to  local  scientific  and  technological  capabilities,  should  per- 
mit the  dissemination  of  technology,  and  should  transfer  technology  on  reasonable 
tonus. 

National  Treatment 

Nations  should  accord  MXEs  treatment  as  favorable  as  that  accorded  to  simi- 
larly situated  national  enterprises;  except,  for  the  regulation  of  entry  of  foreign 
investment,  in  order  to  secure  public  order  and  security,  to  fulfill  International 

obligations,  and  in  certain  sectors  specifically  designated  by  a  country  for 
exclusion. 

Nations  should  not  discriminate  on  the  basis  of  country  of  origin,  except  ]M>ssi- 
bly  a-  between  members  and  non-members  of  an  economic  or  monetary  union. 

Obligations  under  international  law  and  treaties  are  not  affected. 

Offn  i.m.  Investment  Incentives  and  Pimm  bntives 

rnments  should  be  prohibited  from  adopting  national  policies  that  provide 
incentives  <>r  disincentives  to  foreign  Investment.  (Alternatively,  nations  should 
he  required  to  take  into  account  the  International  ramifications  of  such  policies 
ami  should  avoid  harm  to  other  countries.  A  country  should  be  able  to  call  for 
consultations  if  it  is  being  injured  by  an  incentive  or  disincentive  for  foreign 
Investments  by  another  member  nation.) 


TOWARD  AN  AGREEMENT  ON  MULTINATIONAL  CONCERNS 
Paper  by  Mr.  Lange 

Introductory  Remarks 

The  internationalization  of  production  is  a  logical  consequence  of  the  devel- 
opment of  our  economies ;  as  such,  it  is  a  positive  phenomenon,  contributing  to 
economic  growth  and  increasing  prosperity. 

But  just  as  it  is  normal  for  firms  increasingly  to  carry  on  activities  beyond 
the  frontiers  of  their  own  country,  so  it  is  normal  and  necessary  for  an  inter- 
national framework  to  be  set  up  for  these  international  activities,  obliging  the 
firms  in  question  to  respect  certain  basic  rules  and  at  the  same  time  offering 
them  the  necessary  legal  security. 

Economic  integration,  as  embodied  in  multinational  concerns,  has  stolen  a 
march  on  politics,  for  which  in  most  cases  the  national  frontiers  remain  the 
relevant  framework.  Although  far-going  economic  interdependence  can  be  a 
useful  stimulus  towards  political  integration,  it  is  nevertheless  essential  in 
international  relations  too  for  politics  to  take  precedence  over  economics ;  that 
is,  the  framework  in  which  the  multinational  concern  operates  must  be  under 
political  control.  This  condition  is  not  being  met  at  present.  Accordingly,  cer- 
tain rules  need  to  be  laid  down  in  an  international  agreement. 

The  problems  connected  with  the  activities  of  multinational  concerns  (MNCs) 
can  no  longer  be  solved  nationally  and  cannot  yet  be  solved  on  a  world  scale 
(in  the  United  Nations).  Arrangements  in  an  OECD  context  would  represent 
a  great  step  forward.  The  delegation  of  the  US  Congress  on  the  one  hand  and 
that  of  the  European  Parliament  on  the  other  can  in  the  first  instance  help  to 
bring  about  an  agreement  between  the  USA  and  the  European  Community,  to 
which  Japan  and  other  industrial  countries  may  later  accede. 

Competition 

MNCs  frequently  have  technical  or  financial  advantages  over  their  competi- 
tors, which  means  they  enjoy  a  certain  position  of  power.  Competition  policy 
should  be  aimed  at  checking  abuse  of  this  position. 

To  achieve  this,  the  first  essential  is  much  more  intensive  cooperation  between 
the  anti-trust  authorities  of  the  USA  and  the  Community.  Controlling  multina- 
tionals is  made  difficult  not  so  much  by  the  shortcomings  in  national  legislation 
on  competition  as  by  the  problems  in  implementing  it.  The  anti-trust  bodies  are 
frequently  unable  to  prove  abuse  by  an  MNC  because  the  necessary  evidence 
is  in  the  hands  of  another  of  its  establishments  abroad.  An  international  agree- 
ment should  therefore  authorize  anti-trust  bodies  to  have  access  to  all  relevant 
information.  Moreover,  the  rapid  exchange  of  information  between  the  anti- 
trust bodies  and  mutual  support  in  investigations  of  restrictive  practices  must 
be  guaranteed.  Finally,  it  must  be  made  possible  for  anti-trust  bodies  to  take 
joint  action  against  cartels  and  against  abuses  of  power. 

The  annual  reports  of  large  concerns  ought  to  give  the  public  a  clear  picture 
of  their  activities,  of  their  financial  situation  and  of  their  connections  with  other 
enterprises. -At  least  the  following  information  should  be  published,  broken  down 
by  country  of  establishment : 

The  funds  invested,  reinvested  and  transferred  to  the  country  of  the  parent 
company ; 

The  origin  and  composition  of  the  capital ; 

The  number  of  jobs  created  and  abolished  ; 

The  balance  sheet  and  the  profit  and  loss  account,  with  taxes  paid  shown  as 
a  percentage  of  turnover ; 

Expenditure  on  research  and  income  from  royalties,  licensing  and  management 
contracts ; 

Financial  and  personal  links  with  other  concerns: 

The  number  of  host-country  nationals  working  at  various  levels. 
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In  the  longer  term  an  international  system  of  standardized  annual  accounts 
and  reports  for  large  concerns  must  be  aimed  at. 

Investment  Policy 

All  investments  planned  by  the  international  concerns  must  be  declared  to 
the  competent  authorities  in  the  countries  concerned. 

In  more  than  half  of  all  cases,  direct  investment  abroad  takes  the  form  of  a 
takeover  of  an  existing  firm.  There  are  reasons  for  being  more  restrictive  in  such 
cases  than  on  new.  direct  investments.  Takeover  bids  (open  bid  for  total  or 
partial  takeover)  must  be  made  subject  to  regulations.  The  latter  must  provide 
;it  least  that  the  board  of  the  firm  to  be  taken  over  be  informed  before  an  open 
bid  is  made,  and  also  contain  stringent  provisions  on  the  information  to  be 
supplied  to  trade  unions  and  shareholders. 

Canada,  Belgium  and  Britain  have  rules  under  which,  in  the  event  of  foreign 
takeover  of  linns,  certain  guarantees  can  be  required  in  regards  jobs,  investment 
policies,  maintenance  of  national  management  and  also,  where  appropriate, 
maintenance  of  research  activities  and  a  certain  share  in  exports.  Such  rules 
ought  to  be  harmonized  in  an  international  agreement. 

Fiscal  Policy 

In  principle,  taxation  ought  to  be  paid  in  the  country  where  the  income  is 
earned.  This  makes  it  essential  above  all  to  maintain  supervision  of  the  transfer 
prices  (that  is,  the  prices  applied  in  transactions  that  take  place  within  a  con- 
cern), and  to  take  action  against  the  tax  privileges  that  holding  companies  often 
enjoy.  Inasmuch  as  holding  companies  are  used  to  collect  income  from  dividends, 
loans,  licenses  and  the  like,  and  to  provide  finance  to  firms  in  the  group  to  which 
the  holding  company  belongs,  abuse  frequently  occurs.  Unilateral  legislation  by 
a  limited  number  of  countries  would  simply  mean  that  the  holding  companies 
would  flee  to  other  countries.  The  ISA  and  the  European  Community  could, 
however,  take  the  following  measures  in  the  fairly  short  term  : 

Ha  rmonize  withholding  tax  on  debenture  interest ; 

Take  steps  to  combat  abuse  of  agreements  tor  the  avoidance  of  double  taxation  ; 

Aim  at  a  joint  position  regarding  '"tax  havens"  :  1  consideration  should  be  given 
to  denying,  in  the  framework-  of  an  international  agreement,  concerns  that  misuse 
tax  havens  the  right  to  open  new  establishments  in  the  countries  that  are  party 
to  the  agreement. 

In  all  cases  where  an  accurate  allocation  of  profits  in  the  short  term  does  not 
Beem  possible,  the  method  could  be  adopted  whereby  an  MNC  Is  taxed  on  the 
basis  of  its  consolidated  profit,  it  being  understood  that  the  profit  is  assigned 
to  each  establishment  on  the  basis  of  its  turnover  figure  and  of  the  capital 
invested  in  it. 

Intern  m   Tb  lnsai  tions 
Transactions  within  MNCs — between  subsidiaries  of  the  same  firm  or  between 

i  subsidiary  and  the  parent  company — constitute  an  important  part  (20  to  L'.V,  > 
of  International  trade.  Fixing  the  prices  for  these  operations  gives  multinationals 
possibilities  that  firms  with  establishments  in  only  one  country  do  not  have,  and 
that  put  them  in  a  position  to  make  more  profit:  as  much  as  1.1  to  20%  more 
profit. 

MNCs  can   have   various   reasons    for   setting   a    different    transfer   price   from 

the  one  that  would  he  applied  to  a  consignment  from  a  firm  to  another.  Inde- 
pendent one.  A  concern  with  est ahlishment s  in  various  countries  seeks  to  declare 
Bfl  much  profit  as  possible  in  countries  with  a  low  level  of  taxation,  and  to 
keep  down  the  profit  declared  in  countries  with  high  taxes.  MNCfl  will  also  seek 
to  set  the  transfer  prices  in  BUCh  a  way  that  more  profit  uoes  to  hundred  percent 
subsidiaries  than  to  Companies  in  whirh  they  have  a  part    interest   only.   In  sonic 

cases  it  may  also  be  advantageous  for  the  MNC  to  declare  low  profits,  or  even 

in  a  country  where  its  subsidiary  is  facing  important  wage  negotiations. 

other  factors  thai  play  a  part  here  air  the  country  of  establishment's  currency 

Stability,  exchange  control,  and  the  risk  of  nationalization. 

Transactions  within  an  MNC  concern  not  only  goods  but  also  services;  financial 
operations  and  payment    for  the  use  of  technical  knowhow,  trademarks  and 


i  Countries  or  areas  with  .-i-  many  ai  possible  nf  ih<>  following  characteristics  :  low  taxes, 

little   -I-   no  exchange   control,   bank   secrecy,    i schange  of    fiscal   data    with    i«>rci^n 

authorities,  ;i  developed  banking  system  and  polil  leal  stability. 
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patents".  The  category  of  services  includes  services  in  the  form  of  central  market- 
ing, payment  for  services  of  central  administration,  etc. 

Tax  authorities  in  a  number  of  countries,  particularly  the  USA  and  the  Fed- 
eral Republic  of  Germany,  have  sought  to  draw  up  rules  for  fixing  transfer 
prices.  It  is  not  a  simple  task.  The  usual  basis  taken  is  that  the  price  cal- 
culated ought  to  be  the  one  the  concern  would  have  applied  if  delivery  had 
been  made  to  an  independent  firm  (the  "arm's  length"  principle).  Where  this 
method  cannot  be  applied,  recourse  is  had  to  calculations  made  on  a  '"cost  plus"' 
basis,  i.e.,  production  costs  plus  a  reasonable  profit  margin.  For  loans  within 
an  MXC,  the  basis  can  be  the  prevailing  interest  rate,  but  here  too  there  is  a 
certain  fluidity,  since  the  amount  of  the  loan,  its  duration  and  the  guarantees 
offered  play  a  part  in  determining  what  a  "reasonable"  rate  of  interest  is.  Finally, 
the  right  price  for  the  use  of  technical  knowhow,  patents  and  trademarks  can 
only  be  determined  very  approximately  by  a  tax  authority. 

Transfer  Pricixg  Question 

As  far  as  prices  for  services  rendered  are  concerned,  it  is,  to  start  with,  not 
easy  to  ascertain  whether  the  service  concerned  has  actually  been  performed. 
Here,  then,  the  MNOs  have  plenty  of  room  to  manipulate  transfer  prices.  Float- 
ing exchange  rates  constitute  and  extra  complication  for  the  fluctuations — that 
MNCs  cannot  be  compelled  always  to  pass  on  exchange  rate  fluctuations — that 
does  not  happen  on  the  free  market  either — but  equally,  they  cannot  be  pre- 
vented from  so  doing. 

But  some  control  over  the  transfer  prices  applied  within  an  MNC  is  both 
meaningful  and  indeed  essential.  For  consignments  of  goods,  particularly  homo- 
geneous goods,  price  comparisons  over  a  period  of  time,  and  also  with  consign- 
ments delivered  elsewhere  at  the  same  time,  can  give  useful  pointers.  A  second 
indication  that  wrong  transfer  prices  are  being  applied  is  a  profit  or  loss 
percentage  that  deviates  sharply  from  the  average  for  the  branch  of  industry 
concerned.  Results  can  only  be  achieved  by  giving  up  at  the  outset  all  aspira- 
tions for  perfectionism  and  endeavouring  purely  to  avoid  obvious  excesses. 

In  view  of  all  the  difficulties  indicated  above,  many  countries  have  chosen 
a  simpler  method :  they  do  not  check  the  transfer  prices,  but  confine  themselves 
to  keeping  an  eye  on  the  profit  made  by  an  establishment  of  a  foreign  concern. 
If  the  tax  authorities  of  the  country  concerned  find  the  profit  unacceptable, 
i.e.,  too  low,  the  concern  is  simply  taxed  on  a  higher  profit  figure. 

So  far  there  is  almost  no  cooperation  between  tax  authorities  regarding  super- 
vision of  transfer  prices.  Intensive  cooperation  between  these  bodies  is  essential 
to  effective  control.  The  failure  to  exchange  information  is  partly  clue  to  legal 
provisions  regarding  secrecy.  So  legislation  needs  to  be  changed  in  that  respect. 

Only  harmonization  of  fiscal  legislation — not  necessarily  total,  but  aimed  at 
removing  the  most  glaring  discrepancies — can  put  an  end  to  the  tax  avoidance 
achieved  through  transfer  prices.  Pending  that,  an  international  agreement 
ought  to  be  established  with  provisions  guaranteeing  flexible — not  perfec- 
tionistic — supervision  of  transfer  prices. 

Capital  Market  Policy  axd  Monetary  Policy 

It  is  desirable  for  monetary  authorities  to  have  accurate  data  on  interna- 
tional capital  movements.  In  some  European  countries  the  banks  are  obliged 
to  keep  the  central  bank  of  their  country  of  domicile  informed  of  their  forward 
exchange  position.  This  kind  of  regulation  should  be  extended  to  (a)  at  least 
all  countries  of  the  Community  and  the  USA  and  (b)  all  concerns  of  a  certain 
size.  Information  should  be  supplied  monthly  and  also  cover  all  capital  move- 
ments within  the  concern. 

The  concerns  must  allow  residents  of  the  host  country  to  acquire  their 
Shares.  Participation  by  host-country  nationals  can  be  promoted  by  a  provision 
that  a  foreign  company  having  recourse  to  the  capital  market  in  the  host  country 
must  do  so  partly  through  an  increase  in  own  capital. 

Social  Policy  and  Laboub  Mabket  Policy 

The  representatives  of  the  workers  in  a  multinational  establishment  must 
be  afforded  the  opportunity  of  holding  consultations  with  those  responsible 
for  the  establishment's  policy.  At  present  it  is  often  the  case  that  the  trade 
unions  of  a  country  have  to  deal  with  a  management  that  has  only  limited 
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powers.  Either  steps  must  be  taken  to  ensure  that  the  management  of  an  estab- 
lishment can  provide  the  workers  with  all  relevant  information  and  also 
act  with  the  necessary  autonomy,  or  else  group  works  councils  must  be  insti- 
tuted that  can  negotiate  directly  with  the  central  management.  As  a  rule,  at 
least  one  host-country  national  should  have  a  seat  on  the  board. 

Workers  should  be  informed  and  consulted  in  good  time  on  matters  affecting 
them  and,  in  the  event  of  mass  redundancies,  they  must  have  an  important 
voice  in  drawing  up  the  labour  phase-out  plans.  Moreover,  workers  must  be 
guaranteed  retention  of  acquired  rights  where  their  firm  is  involved  in  a  merger. 
Provisions  on  this  matter  will  shortly  be  entering  into  force  in  the  European 
Community. 

The  trade  unions  and — where  they  exist — the  direct  representatives  of  the 
staff  (works  councils)  must  be  recognized  by  multinationals  as  contractual 
partners  in  negotiations  on  wage  agreements  and  the  fixing  of  work  condi- 
tions of  the  workers  employed  in  a  firm.  This  presupposes  an  internationally 
valid  collective  agreement. 

Concerns  must  be  obliged  to  provide  work  in  the  host  country  for  its  citizens. 
This  should  also  be  the  case  for  the  management  bodies  of  the  dependent  firms 
or  subsidiaries. 


Thursday,  October  30, 1975 

SUMMARY  OF  DISCUSSION 

"Working  Group  B — International  Monetary  Problems 
(Working  documents :  Mr.  Klepsch,  Mr.  Reuss)1 

Mr.  Reuss  summarized  his  paper.  He  stated  that  the  U.S.  Congress 
would  probably  agree  to  the  compromise  reached  in  the  IMF  earlier 
this  year  on  revising  the  quotas  and  the  articles  on  voting  distribution. 
On  the  other  hand,  he  did  not  think  Congress  would  approve  the 
arrangement  about  IMF  gold. 

Regarding  the  latter,  there  was  still  doubt  on  many  points.  It  was 
uncertain  whether  the  IMF  which  is  to  dispose  of  one  sixth  of  its 
gold  stocks  (approximately  25  million  ounces)  to  benefit  the  developing 
countries  according  to  the  compromise  reached,  will  make  these  dis- 
posals by  public  sale,  through  the  recognized  gold  market  or  by  sale 
to  the  monetary  authorities.  Xor  was  it  known  over  what  period  the 
sale  was  to  be  made. 

The  most  doubtful  part  of  the  gold  agreement  was  the  provision 
that  another  one  sixth  of  the  IM^F  gold  should  be  restored  to  the  mem- 
ber states.  That  was  unfair,  because  it  benefited  mainly  the  rich  coun- 
tries, but  more  important,  it  put  Special  Drawing  Rights  in  the  back- 
ground. The  probable  consequence  of  this  restoration  of  monetary  gold 
to  the  member  states  would  be  that  the  increase  in  monetary  reserves 
over  the  next  few  years  would  take  the  form  mainly  of  an  increase  in 
monetary  gold. 

Moreover,  the  gold  agreement  still  left  total  uncertainty  regarding 
the  future  international  role  of  monetary  gold.  The  U.S.  Congress  con- 
tinued to  advocate  a  gradual  reduction  in  the  role  of  that  component 
of  the  reserves,  although  it  was  very  well  aware  that  monetary  gold 
could  not  be  excluded  from  the  reserves  from  one  day  to  the  next. 

Mr.  Reuss  would  prefer  to  have  seen  the  one  third  of  the  IMF  gold — 
half  of  which  was  now  to  be  returned  to  the  member  states,  while  the 
proceeds  of  selling  the  other  half  were  to  benefit  the  developing  coun- 
tries— put  entirely  on  the  market. 

flexible  exchange  rates 

On  the  whole,  Mr.  Reuss  was  able  to  agree  with  the  Klepsch  working 
document  regarding  flexibility  of  exchange  rates.  In  his  view,  how- 
ever, the  final  verdict  on  floating  exchange  rates,  a  system  that  on  the 
whole  had  pulled  the  industrial  countries  through  a  difficult  period, 
should  be  somewhat  more  positive. 

1  See  pp.  35  and  39,  respectively. 

(31) 
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Mr.  Klepsch  stated  that  there  was  agreement  between  the  United 
States  and  the  European  Community  regarding  quota  allocation 
Xor  were  their  positions  on  floating  rates  very  far  apart,  and  there 
was  even  an  encouraging  convergence  here. 

The  differences  of  opinion  concerned  mainly  the  following  two 
point- : 

If  one  third  of  the  IMF  gold  was  brought  on  to  the  market  in  a  short 
period,  the  gold  prices  would  collapse;  that  was  unacceptable  for 
the  Community.  Contrary  to  what  Mr.  Reuss  seemed  to  suppose,  it  was 
certainly  not  impossible  for  the  one  sixth  of  the  IMF  gold  that  was 
to  be  returned  to  the  IMF  members  to  end  up  also  benefiting  the 
devolping  countries :  and 

On  the  American  side,  it  was  not  well  enough  understood  that  re- 
storing convertibility  of  the  dollar  was  in  fact  a  condition  for  a  return 
to  a  healthy  international  monetary  system.  A  special  account  for 
this  should  be  set  up  in  the  IMF. 

On  this  latter  point,  Mr.  Reuss  said  that  he  had  formerly  been  a 
supporter  of  it,  and  would  still  not  have  any  objections  to  this  kind 
of  solution,  The  U.S.  Congress  would  be  open  to  this  kind  of  initiative. 
The  question  was  whether  there  were  in  fact  too  many  dollars  in  cir- 
culation at  the  moment,  and  whether  there  was,  therefore,  a  need  for 
such  an  arrangement. 

Mr.  Leonard]  felt  that  Mr.  Reuss  had  taken  a  rather  too  favourable 
view  of  the  system  of  floating  exchange  rates;  the  views  in  the  Klepsch 
working  document  were  closer  to  reality. 

SELF-; >I s<  I  PU XE    NEEDED 

For  Mr.  Normanton  the  economic  and  political  self-discipline  of  the 
governments  of  our  countries  was  the  central  point.  International 
monetary  problems  were  in  fad  created  by  governments  that  did  not 
know  how  to  follow  a  sensible  policy  at  national  level. 

It  was  very  much  to  be  regretted,  Mr.  Scholten  felt,  that  Mr.  Reuss 
was  SO  opposed  to  the  compromise  on  IMF  gold  reached  '2  months 
previously  in  Washington.  In  Europe  there  was  an  impression  that 
nothing  should  stand  in  the  way  of  implementing  that  compromise  a- 
long  as  a  solution  was  soon  found  for  the  third  important  aspect  of 
the  monetary  problems,  namely  the  exchange  rate  system.  No  one  in 
Europe  reckoned  on  the  U.S.  Congress  linking  ratification  of  the 
agreement  to  other  condii  ions,  nor  on  its  going  back  on  the  gold  agree- 
ment. 

The  background  to  the  American  posil  ion  was  probably  not  so  much 
the  wish  for  a  greater  pari  of  the  proceeds  from  the  disposal  of  IMF 
gold  to  benefit  the  developing  countries,  but  rather  the  wish  to 
-i  rengthen  the  position  of  the  dollar  as  a  component  of  t lie  resen  es.  li 

would  be  a  serious  matter  if  the  United  States  were  now  to  seek  to  re 
open  t  he  discussion  on  gold. 

Mr,  Klepsch  added  that  in  Europe  there  was  often  an  Impression 

that    the  main   reason   why  the   United   States  Wished   to  deprive  gold 
of   it<   monetary    role   was  that    then    there    would    only   be   the   weak 

Special  Drawing  Rights  besides  the  dollar. 

Agreement  between  the  Community,  Japan  and  the  United  States 

on  the  exchange  rate  system  seemed  to  be  a   possibility   in  the   fairly 
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short  term.  The  next  question  between  the  dollar  and  the  currencies 
in  the  "snake/' 

To  close,  Mr.  Reuss  dealt  briefly  with  the  ideas  brought  out  at  the 
end  of  the  Klepsch  working  document.  Like  Mr.  Klepsch,  Mr.  Reuss 
felt  that  a  movement  towards  the  formation  of  currency  areas,  provid- 
ing currency  stability  within  each  area  while  leaving  room  for  a  high 
degree  of  flexibility  time  was  not  yet  ripe  for  any  form  of  fixed  rela- 
tionship between  the  dollar  and  the  "snake."  In  view  of  poor  experi- 
ences in  the  past,  the  United  States  was  not  yet  ready  for  that.  I  would 
rather  have  a  system  governed  by  market  forces  rather  than  the  often 
faulty  judgment  of  bank  managers,  he  said. 

Regarding  monetary  gold,  the  policy  to  be  followed  should  neither 
systematically  benefit  nor  systematically  injure  the  gold  producers,  i.e. 
South  Africa  and  the  Soviet  Union.  The  U.S.  Congress,  he  felt,  was 
against  granting  wider  powers  to  the  IMF.  Specifically.  Congress 
views  with  dismay  the  IMF  decision  to  sell  one-sixth  of  its  gold  to 
quota  countries  at  premium  prices.  "We  should  not,  he  added,  destroy 
SDR  by  reinvigorating  gold. 


PAPERS 

THE  INTERNATIONAL  MONETARY  SITUATION 
Paper  by  Mr.  Klepsch 

At  the  last  annual  meeting  of  the  International  Monetary  Fund  (IMF),  prog- 
ress was  made  on  three  points  : 

Arrangements  were  made  for  gold  in  monetary  reserves. 

The  quota  distribution  in  the  IMF  (and  therefore  the  distribution  of  voting 
rights)  was  changed  to  give  the  oil-producing  countries  a  more  important  voice  in 
the  organization. 

Agreement  in  principle  was  reached  to  set  up  a  "Trust  Fund"  to  supply  credit 
on  favourable  terms  to  the  poorest  developing  countries — with  per  capita  incomes 
of  $250  or  less — facing  balance  of  payments  problems  ;  the  fund's  resources  would 
derive  from  the  proceeds  from  the  sale  of  part  of  the  IMF's  gold,  and  also  from 
contributions  from  the  industrial  and  oil-exporting  countries. 

THE   GOLD   AGREEMENT 

The  arrangement  arrived  at  for  monetary  gold  is  satisfactory,  though  if  pro- 
Tides  no  final  answer  to  the  question  of  the  future  role  of  gold  in  the  monetary 
system.  In  fact  the  agreement  amounts  to  not  much  more  than  a  confirmation  of 
the  status  quo,  but  for  the  moment  that  is  enough.  The  major  industrial  countries 
and  the  IMF  have  undertaken  not  to  increase  their  total  monetary  gold  stocks  in 
the  next  two  years ;  that  means  that  the  central  banks  will  not  on  balance  be  able 
to  buy  any  gold  on  the  free  market,  but  they  may  sell  their  gold  stocks  to  one 
another  at  a  freely  arranged  price.  For  the  moment,  the  IMF  is  retaining  two- 
thirds  of  its  gold  stocks,  %th  is  being  returned  to  the  members  and  %th  is 
being  sold — on  the  free  market  or  two  the  central  banks  * — the  proceeds  going  to 
the  "Trust  Fund"  mentioned. 

The  gold  agreement  does  not  change  much  in  the  existing  situation,  but  it  does 
change  something  :  it  now  becomes  possible  to  finance  balance  of  payments  deficits 
with  gold.2  It  will  probably  be  a  long  time  yet  before  gold  loses  its  monetary 
function,  but  it  is  improbable  that  the  importance  of  the  metal  as  a  component  in 
monetary  reserves  will  increase.  For  the  moment,  the  settlement  reached  in 
Washington  in  September  will  suffice:  it  cannot,  however,  come  into  force  until 
a  solution  is  found  for  the  final,  still  unsolved  problem  of  the  exchange  rate 
system. 

THE   EXCHANGE   RATE    SYSTEM 

In  discussions  on  the  future  exchange  rate  system,  a  lot  of  prestige  is  un- 
fortunately at  stake  and  positions  have  rigidifled.  so  much  so  that  one  might 
almost  forget  than  in  practice  both  the  proponents  of  a  floating  exchange  rate 
system  and  those  who  advocate  a  return  to  "fixed  but  adjustable  Darities"  act 
almost  the  same  way.  Fixed  rates  are  not  yet  attainable  but  "clean  floating"  does 
not  occur  in  practice  either,  since  governments  cannot  afford  to  have  the  price 
of  important  imports  continually  fluctuating.  Moreover,  the  balance  of  payments 
deficits,  to  the  extent  that  they  are  connected  with  increased  oil  prices,  cannot 
be  got  rid  of  by  allowing  exchange  rates  to  float  completely  freely.  As  long  as  tbe 
OPEC  countries  have  la  rue  surpluses  on  their  payments  balances,  these  must  cor- 
respond to  deficits  elsewhere  in  the  world.  If  the  deficit  countries  tried  to  restore 
equilibrium  on  the  balance  of  payments  by  letting  their  currency  float  downwards. 


i  Tlii^  prospect  may  cause  disquiet  on  tho  (fold  market,  since  1/fttb  of  tlm  IMF's  eold 
stocks  is  still  almost  sou  tons  ol  gold,  or  practically  South  Africa's  annual  production. 
2 Since  IMF  members'  m< tary  gold  reserves  can  now  be  rallied  at  market   ralm 

value  roes  up  from  36  thousand  million  in  Special  Drawing  Kiirhts  (SDR)  to  around  71<> 
thousand  mHliOB  SI  »U.  and  total  monetary  reserves  from  ISO  to  around  228  thousand 
million  SDR. 
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the  only  possible  consequence  would  be  increasing  curtailment  of  economic 
activities.  Massive  intervention  would  then  be  needed  on  the  currency  markets.9 

It  is  not  the  case  that  floating  rates  are  operated  everywhere  in  the  world. 
By  far  the  largest  number  of  countries  still  have  their  currency  unit  linked  to 
a  foreign  currency  :  mostly  the  dollar,  sometimes  the  French  franc  or  the  pound 
Sterling.  However,  the  most  important  countries,  accounting  between  them  for 
if  the  IMF  members'  total  foreign  trade,  have  a  currency  that  floats  either 
independently,  or  jointly  as  in  the  case  of  the  European  "snake**. 

It  is  fairly  generally  recognized  that  floating  rates  have  helped  the  world 
through  a  difficult  period,  characterized  by  sharply  divergent  inflation  rates 
and  large  balance  of  payments  deficits.  Monetary  crises  have  not  arisen,  and  pro- 
tectionism  has  nowhere  gained  the  upper  hand. 

The  most  important  drawback  to  floating  is  that  sharp  exchange  rate  fluctua- 
tions have  occurred,  their  causes  unrelated  to  basic  economic  trends.  This  applies 
particularly  to  the  sharp  fall  in  the  dollar  rate,  which  recently  changed  again  to 
:i  rise.  A  second  objection  is  that  decisions  on  foreign  investments  must  be  taken 
more  than  formerly  on  fairly  irrational  grounds,  since  it  is  often  the  current 
exchange  rate  that  determines  the  yield  to  be  expected  from  a  foreign  invest- 
ment Again,  foreign  trade,  which  on  the  whole  has  not  been  much  troubled  by 
the  floating  rates,  has  felt  the  pinch  where  forward  markets  are  insufficiently 
developed.  Developing  countries,  which  are  hardly  able  to  protect  themselves 
against  the  fluctuations  in  their  foreign  currency  incomes  consequent  upon  ex- 
change rare  changes,  have  also  suffered  from  the  floating. 

In  certain  circumstances,  floating  exchange  rate  may  give  a  boost  to  inflation. 
Higher  import  prices,  to  the  extent  that  they  are  a  consequence  of  the  deprecia- 
tion of  the  country's  own  currency,  are  in  general  passed  on  to  the  customer  in 

selling  prices.  However,  when  a  country's  exchange  rate  ri^es.  the  pric 
the  goods  it  imports  are  much  less  flexible,  so  that  a  drop  in  import  prices  by  no 
means  always  benefits  the  consumer.  To  that  extent,  the  effect  of  floating  rates 
is  on  balance  inflationary.  Nevertheless.  US  Treasury  Secretary  Simon  was  cor- 
rect to  maintain4  that  the  principal  connection  between  inflation  and  floating 
rates  i<  that  the  sharply  divergent  inflation  rates  have  made  a  system  of  floating 
exchange  rates  unavoidable. 

Again,  it  is  to  the  credit  of  floating  rates  that  they  have  enabled  a  number  of 
countries  to  protect  themselves  better  against  imported  inflation,  and  that  they 
have  manifestly  conduced  to  some  restoration  of  equilibrium  on  the  payments 
balances  of  countries  like  Italy  and  the  USA  and  recently  also  the  FRG. 

Floating  exchange  rates  have  not  given  governments  the  extra  margin  of  au- 
tonomy in  their  economic  policy  that  had  been  expected.  A  falling  exchange  rate 
increases  the  cost  of  imported  goods,  which  makes  more  Impression  on  public 
opinion  than  any  fall  in  the  level  of  monetary  reserves,  as  Treasury  Secretary 
Simon  correctly  stated."  This  means  that  floating  rates  compel  a  certain  balance 
of  payments  discipline  just  as  much  as  a  system  of  fixed  but  adjustable  parities. 

The  special  weakness  of  floating  rates  is.  however,  the  fact  that  their  level  is 
partly  determined  by  short-term  capital  movements,  which  seldom  have  much 
to  do  with  the  Intrinsic  strength  of  an  economy.  These  shifts  of  short-term  capital 
can  constitute  a  strong  disequilibrium  factor,  and  thereby  endanger  free  trade. 
In  the  lasl   few  years  our  countries  have  not  had  much  trouble  from  this,  but  as 

the  President  of  tie-  Bank  for  international  Settlements  observed  in  his  speech 
.-it  it-  15th  General  Meeting:  "Bien  que  cela  n'aif  pas  encore  et<'  le  cas  jusqulci, 
il  n'est  pas  raisonnable  de  croire  qu'une  telle  eevntualite*  ne  pulsse  se  produire". 
( Although  it  hasn't  happened  yet.  it  is  unwise  to  think  it  can't.) 

BTABTING  POINTS    FOB    CLOSES    COOPERATION 

The  exchange  rate  system  at  presenl  in  force  is  the  only  possible  one  in  the 
present  situation;  and  this  situation  will  not  change  as  ion-  as  Inflation  rates 
continue  to  be  a-  different  as  they  are  now.* 


i  Annual  report  for  1974  of  the  Bank  for  International  Settlement!*,  Battel,  191  S 
'Statement  by  Treaaurv  Secrotarj    William  Simon  before  il"1  Sub-Committee  on   Inter- 
national Economic*  <>(  the  .mint  Economic  Committee.  .Tulj  21,  1975. 

VcldreKfl  nf  Treasury  Secretary  William  Simon  before  the  1978  Annnal  Meeting  of  tltr* 
Board*  i»l  Governor*  of  the  World  Bank  Group  and  the  International  Monetary  Fund, 
S.  ntember  'J.  1975 

narkable  thai  exchange  rate  trend*  have  nol   in   practice  differed   very   mn^li 

from  ti  "  ■■  before  the  Bretton  Woods  nyatem  collapaed  :  now,  too  exchange  ratei  are  usually 

i    leaf   -t;it>i<-  within  narrow  margins  for  a  fairly  long  time,  subsequently  rising  or 

falling  aharply  in  a  fairly  abort  period.  Thai  is  more  <>r  leu  the  picture  we  know  from  the 

era  <»f  the  -<>  called  fixed  parities. 
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Id  the  short-term  there  is  no  real  chance  that  the  industrial  countries,  even 
supposing  they  wanted  to,  could  go  back  to  fixed  but  adjustable  parties.  It  is, 
however,  equally  clear  that  the  present  system  of  floating  rates  is  not  functioning 
entirely  satisfactorily.  In  these  circumstances  what  can  the  industrial  countries, 
particularly  the  USA  and  the  European  Community,  do? 

1.  Firstly,  it  has  to  be  borne  in  mind,  as  the  last  few  years  have  clearly  shown, 
that  international  cooperation  in  the  area  of  monetary  and  economic  policy  is 
more  important  than  the  exchange  rate  system — fixed  parities  or  floating  rates — 
as  such.  In  this  connection  particular  importance  attaches  to  coordinating  money 
and  credit  policies. 

2.  Secondly,  restoration  of  economic  stability  in  our  own  countries  is  what  can 
make  the  most  valuable  contribution  to  bring  about  a  healthy  international 
monetary  system. 

3.  Thirdly,  there  is  the  question  what  is  to  be  done  with  the  short-term  claims 
on  the  USA.  The  American  Treasury  Secretary  considers  that  there  is  no  dollar 
surplus.  This  assertion  is  in  accord  with  the  facts  to  the  extent  that  some 
countries  with  monetary  dollar  reserves  have  borrowed  still  more  dollars  in 
the  oil  crisis  to  cover  their  balance  of  payments  deficits.  Nevertheless,  the  great 
number  of  short-term  claims  on  the  USA  is  a  permanent  threat  to  the  sound 
operation  of  the  currency  markets,  and  has  repeatedly  stood  in  the  way  of 
rational  exchange  rate  formation.  This  is  the  explanation  for  the  wild  fluctu- 
ations in  exchange  rates  already  mentioned.  The  large  dollar  holdings  in  non- 
American  hands  and  the  attendant  danger  of  sudden  massive  displacements  of 
short-term  capital  hang  like  a  sword  of  Damocles  over  the  currency  markets. 

4.  In  the  interests  of  stable  monetary  relationship,  it  is  therefore  necessary 
for  the  USA.  just  like  other  countries,  to  observe  a  certain  balance  of  payments 
discipline,7  and  that  means  restoring  the  convertibility  of  the  dollar  into,  say 
SDRs.  International  monetary  relationships  will  continue  to  be  in  danger  as 
long  as  there  is  no  arrangement  for  the  large  dollar  holdings  in  foreign  hands. 
Secretary  Simon  stated  he  was  aiming  at  "orderly  exchange  market  conditions'' ;  b 
this  implies  finding  an  arrangement  for  the  dollar  surplus. 

5.  If  the  necessary  progress  is  made  on  the  above  points  the  world  can  evolve 
towards  more  stable  monetary  relationships,  two  alternative  developments  being 
in  fact  possible.  It  is  conceivable  that  the  members  of  the  Group  of  Ten  will 
gradually  narrow  the  limits  of  fluctuation  and  thereby  jointly  come  to  a  sys- 
tem of  more  fixed  rates ;  but  what  is  more  probable  is  a  development  that  can 
already  be  seen  starting,  where  currency  stability  is  aimed  at  within  groups  of 
countries,  it  being  understood  that  the  groups  will  continue  to  float  against  one 
another.  In  a  subsequent  stage  the  currency  blocs  might  also  come  nearer  to- 
gether, so  that  what  were  initially  loose  links  could  gradually  be  made  closer.  A 
settlement  is  thus  conceivable  whereby  the  US  monetary  authorities  and  those 
of  the  countries  in  the  '"snake"  would  agree  to  keep  the  fluctuations  of  their  cur- 
rencies within  limits  of,  say  5%  above  and  5%  below  an  agreed  par  value.  This 
is  in  no  way  a  revolutionary  proposal,  bearing  in  mind  that  in  the  last  few 
years  fluctuations  have  only  occasionally  exceeded  these  limits. 

The  transition  towards  more  flexibility  was  necessary  a  few  years  ago.  The 
time  is  now  ripe  to  gradually  achieve  more  stability. 


7  It  is  incorrect  to  say  that  the  surplus  dollars  should  be  used  to  buy  American  goods  or 
services,  since  the  very  existence  of  the  surplus  shows  that  demand  for  these  goods  and 
services  at  prevailing  prices  is  saturated.  And  in  view  of  the  size  of  the  dollar  surplus, 
the  proposal  that  these  dollars  he  exchanged  for  other  currencies  cannot  he  taken  seriously, 
since  this  sort  of  exchange  on  a  large  scale  would  occasion  too  great  a  fall  in  the  dollar 
rate. 

b  Address  to  World  Bank  and  IMF,  1975. 


INTERNATIONAL  MONETARY  REFORM 
Paper  by  Mr.  Reuss 

For  over  three  years  International  Monetary  Fund — first  through  the  Commit- 
tee of  Twenty  and  later  the  Interim  Committee — has  sought  to  draft  amend- 
ments to  the  IMF  Articles  of  Agreement  to  bring  them  into  line  with  current 
realities  and  to  establish  the  framework  for  a  viable  international  monetary 
system.  In  September  the  Interim  Committee  tentatively  reached  agreement  on 
two  of  the  three  remaining  areas  where  differences  of  opinion  among  members 
had  blocked  agreement  in  recent  meetings.  The  two  areas  were  (a)  how  an 
agreed  increase  in  IMF  quota  subscriptions  should  be  allocated  among  the  indi- 
vidual members  and  (b)  certain  details  regarding  the  future  international  role 
of  gold.  The  third  area,  that  of  a  suitable  exchange  rate  policy,  remains  for  con- 
sideration at  the  next  Interim  Committee  meeting  in  January. 

*The  negotiations  for  agreement  on  a  reformed  monetary  system  have  been  long 
and  arduous.  Unforeseen  events  during  1973  have  made  the  task  far  more  difficult 
than  initially  anticipated.  In  March  the  major  industrial  nations  abandoned  any 
attempt  to  maintain  fixed  parities  for  external  values  for  their  currencies  and 
decided  to  let  foreign  exchange  value  of  their  currency  be  determined  largely 
by  the  interplay  of  private  supply  and  demand.  By  the  end  of  1973  the  Organiza- 
tion of  Petroleum  Exporting  Countries  had  quadrupled  the  price  of  oil.  This 
increase  in  oil  prices  imposed  severe  balance  of  payments  adjustment  strains  on 
the  industrial  countries  and  on  those  developing  nations  unable  to  export  pri- 
mary commodities  at  high  prices. 

It  would  be  easy  to  look  with  relief  toward  a  speedy  conclusion  of  the  negoti- 
ations. But  several  key  questions  remain.  Is  the  tentative  agreement  reached  in 
September  a  workable  one?  Can  a  suitable  agreement  of  the  remaining  issue  of 
exchange  rates  be  worked  out?  Will  the  final  package  meet  the  objectives  laid  out 
in  the  Outline  of  Reform  proposed  by  the  Committee  of  Twentv  in  the  summer 
of  1973? 

IMF    QUOTAS 

General  agreement  was  reached  in  January  1975  to  increase  total  IMF  quotas 
by  32.5  percent,  or  from  29.2  billion  special  drawing  rights — SDRs — to  39  billion 
SDRs.  But  there  had  been  continuing  disagreement  on  how  much  the  quotas  of 
some  industrial  countries,  including  the  United  States  should  be  reduced  pro- 
portionately and  also  on  how  much  the  quota  share  of  other  members,  especially 
oil  producers,  should  be  increased.  Finally,  at  the  last  meeting,  the  Interim 
Committee  agreed  on  quota  increases  for  the  industrial  countries  and  for  the 
major  oil  exporting  members.  Only  smaller  adjustments  in  the  quotas  of  a  few 
developing  countries  remain  to  be  worked  out. 

In  order  to  accommodate  a  doubling  from  5  to  10  percent  of  the  quotas  of 
OPEC  countries  made  necessary  by  the  massive  shift  of  wealth  to  the  oil 
producers  since  1973,  some  industrial  nations  have  had  to  accept  smaller  quotas. 
The  U.S.  quota  share  has  been  reduced  to  slightly  over  20  percent.  Italy  and 
France  also  have  accepted  smaller  shares.  Great  Britain,  though  still  maintain- 
ing the  second  largest  quota  share,  has  accepted  the  largest  decrease.  Not  all  of 
the  industrial  countries  have  had  their  shares  reduced.  Germany  and  Japan  have 
received  larger  shares  to  reflect  their  growing  economics.  These  changes  both 
increases  and  decreases  are  consonant  with  new  economic  realities. 

At  the  same  time  the  Interim  Committee  has  proposed  that  the  majority  in 
the  Fund  required  to  approve  important  decisions  be  increased  from  80  to  85 
percent  of  total  voting  power.  Thus  the  veto  capability  of  the  U.S.  has  been 
maintained  and  will  permit  future  quota  adjustments  without  directly  challeng- 
ing the  U.S.  position.  The  Interim  Committee  is  to  he  commended  for  its  success- 
ful resolution  of  the  different  political  and  economic  interests. 

(39) 
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AGREEMENT   OX    GOLD 

The  agreement  on  gold  announced  by  the  Interim  Committee  would  abolish 
the  official  price  Of  gold,  currently  set  by  the  IMF  at  35  SDKs  per  troy  ounce, 
and  eliminate  the  obligation  of  Fund  members  to  use  gold  to  pay  25  percent  of 
their  quota  subscriptions  and  in  certain  other  transactions.  The  agreement 
specifies  that  one-third  Of  the  Fund's  gold  stock  would  be  disposed  of.  A  sixth 
Of  the  stock,  or  25  million  ounces  would  be  sold  in  the  market,  and  as  a  conse- 
quence of  central  bank  purchases  of  gold  in  the  market,  the  total  number  of 
ounces  of  monetary  gold,  including  gold  now  held  by  the  IMF,  would  not  be 
increased.  The  Group  of  Ten  agreed  that  these  arrangements  would  be  reviewed 
1'  years  after  initial  implementation  to  determine  whether  they  should  be  con- 
tinued, modified,  or  terminated. 

Many  details  regarding  the  implementation  of  the  gold  agreement  are  still 
unresolved.  For  example,  it  is  uncertain  whether  the  IMF  will  offer  its  -old 
through  dealers  in  the  major  cities  where  gold  markets  exist,  through  public 
auction,  or  whether  private  placements  with  individuals  or  monetary  authorities 
will  be  considered.  Nor  is  it  known  over  what  period  the  sales  will  be  executed, 
in  what,  increments  they  will  be  paced  or  the  extent  to  which  sales  may  be 
curtailed  in  reaction  to  declines  in  the  market  price. 

The  major  weakness  of  the  currently  proposed  agreement  is  its  provision  to 
return  one-sixth  of  the  IMF's  gold  to  IMF  members.  This  restitution  would 
offer  the  wealthy  industrialized  countries  the  opportunity  for  large  capital  gains. 
Gold  would  be  sold  to  IMF  members  at  the  current  official  price  of  35  SDRs  or 
$42  iter  ounce  in  proportion  to  their  quotas — i.e.  their  contribution  to  the  Fund's 
-old  slock.  Hence  national  monetary  authorities  purchasing  gold  from  the  IMF 
under  the  restitution  provision  might  be  able  to  realize  profits  equivalent  to 
three  or  four  times  the  purchase  price.  At  current  market  prices — about  $150 
per  ounce — the  profit  to  the  U.S..  for  example,  could  be  $500  million,  to  Great 
Britain  $230  million,  to  Germany  $140  million,  to  France  $130  million,  and  to 
Japan  $100  million.  In  contrast,  the  potential  profits  of  Malaysia  would  be  $16 
million.  Columbia  Si  1  million.  Sri  Lanka  $9  million.  Korea  $8  million.  Afghanis- 
tan $3  million,  drought  stricken  Mauritania  $1  million.  Bangladesh  $11  million 
and  Honduras  $2  million. 

Perhaps  more  serious  than  the  question  of  equity  is  the  impact  this  agreement 
may  have  on  the  composition  and  supply  of  international  liquidity.  The  gold 
agreement  may  well  increase  the  proportionate  value  of  international  monetary 
reserves  held  in  the  form  of  gold  and  delay  further  distribution  of  special  draw- 
ing rights  in  the  future.  The  IMF  will  sell  a  sixth  of  its  gold  stock  at  market 
prices  ;iii<l  :i  <ixfh  at  the  existing  official  price  to  monetary  authorities.  National 
monetary  authorities  could  conceivably  purchase  most  of  the  gold  that  the  Fund 
sells  in  the  market.  Thus,  one-third  of  the  Fund  gold  stock,  or  50  million  troy 
minces,  could  be  transferred  from  the  Fund  to  the  monetary  authorities  of 
member  states  and  carried  on  the  hooks  of  the  later  at  a  price  three  or  Pour 

times  the  price  new  \\<r(\  by  the   [MF.  This  procedure  would  constitute  a  partial 

revaluation  of  the  world's  gold  reserves.  During  the  next  year  or  two.  therefore, 
a  significant  proportion  of  additions  to  t  he  reserve  stocks  of  monetary  authorities 
could     ;is  ;i  consequence  of  this  agreement     he  in  the  form  of  gold.  Other  things 

heimr   equal,    the    greater   the   supply    of    gold    reserves,    the   less    Is    the    need    for 

additional  reserves  created  by  the  IMF  in  the  form  of  special  drawing  rights. 

A  ICBIOt  N  v    OF   GO!  n 

Moreover,  the  gold  agreement  does  not  clearly  signal  ,-i  reduction  in  the  future 
International  monetary  role  of  gold,  instead,  this  question  is  clouded  by  am- 
biguity, There  Is  some  basis  for  hope  that  the  most  dire  of  these  possible  conse- 
quences will  not  actually  come  to  pass.  Nevertheless,  the  agreement  fails  t<»  take 
;i  clear  stand  on  the  International  monetary  role  of  gold,  ami  neglects  to  indicate 
that  this  role  will  necessarily  he  diminished  in  the  future.  On  the  contrary,  that 

col.-  might  grow. 

What  the  interim  Committee  bas  agreed  i<»  bo  far  on  gold  is  a  beginning,  it 
should  h<-  Improved  upon  before  revised  Articles  nf  Amendments  are  agreed  to 
and  presented  to  1Mb  members  for  ratification.  The  final  solution  should  not 
Increase  either  the  proportion  <>r  the  total  value  of  International  monetary 
reserves  held  in  the  form  of  gold,  and  it  should  unequivocally  signal  ;i  future 

diminution    in    the    international    monetary    role   of   gold.    Of   course,   ;is    a    major 

reserve  asset  constituting  presently  about  20  percent  of  all  reserve  holdings,  gold 
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cannot  be  phased  out  overnight.  But  the  international  monetary  reform  now 
being  negotiated  should  immediately  begin  the  process  of  diminishing  the  sig- 
nificance of  gold,  rather  than  permit  the  question  to  be  determined  by  the 
disparate  actions  of  various  central  banks. 

A  preferable  solution  would  be  to  sell  the  full  one-third  of  the  IMF  gold 
Stock  That  is  being  disbursed  in  the  market.  The  proceeds  from  the  sale  of  50 
rather  than  25  million  ounces  of  gold  could  then  be  used  to  benefit  developing 
countries  although  maximizing  returns  to  poor  countries  should  not  be  achieved 
at  the  expense  of  getting  gold  out  of  the  international  monetary  system.  Never- 
theless, there  is  no  need  to  confer  windfall  gains  on  the  wealthy. 

If  the  sale  of  a  portion  of  the  IMF's  gold  produces  a  shortage  of  international 
reserves — and  there  is  some  dispute  now  about  whether  the  total  stock  of  inter- 
national liquidity  is  deficient  or  excessive — the  members  of  the  IMF  can  agree 
to  create  sufficient  additional  special  drawing  rights  to  eliminate  any  such 
deficiency. 

Such  an  arrangement  would  be  more  equitable,  would  permit  more  precise 
control  over  the  growth  of  international  liquidity  than  the  existing  agreement, 
and  along  with  abolition  of  the  official* price  of  gold  and  the  need  to  use  gold 
in  transactions  with  the  IMF,  would  unambiguously  signal  the  beginning  of  a 
gradual  movement  to  phase  out  gold  as  international  money. 

EXCHANGE   BATES 

The  remaining  issue  blocking  international  monetary  reform  is  whether 
members  of  the  IMF  should  commit  themselves  to  an  eventual  return  to  fixed 
parity  exchange  rates.  The  U.S.  position  is  that  Fund  members  should  be  able 
to  choose  whether  to  state  a  fixed  parity  for  the  external  value  of  their  cur- 
rencies or  to  let  that  value  be  determined  primarily  by  the  interaction  of  private 
supply  and  demand  in  the  exchange  markets.  Our  officials  have  therefore  resisted 
any  commitment  to  a  particular  exchange  rate  regime.  The  floating  exchange  rate 
regime  has  served  the  industrialized  countries  well,  and  has  helped  keep  the 
international  monetary  system  functioning  despite  an  oil  embargo,  the  quad- 
rupling of  tbe  cost  of  imported  oil  and  wide  discrepancies  among  IMF  members 
in  rates  of  inflation,  the  level  of  interest  rates,  and  the  extent  of  declines  in 
output  during  the  recent  recession. 

Either  fixed  or  floating  market  determined  exchange  rates  can  be  manipulated 
to  foist  domestically  induced  unemployment  or  inflation  on  other  countries.  So 
long  as  an  IMF  member  is  not  exporting  economic  problems  that  could  be 
managed  domestically,  it  should  be  able  to  choose  without  prejudice  the  type  of 
exchange  rate  regime  that  it  considers  best  for  its  own  purposes. 

When  the  IMF  Interim  Committee  meets  in  January  it  will  once  again  try 
to  work  out  an  agreement  on  the  exchange  rate  issue.  Hopefully  a  sounder  agree- 
ment on  sold  can  also  be  worked  out  before  the  revised  Articles  of  Amendment 
are  sent  to  the  IMF  Board  of  Directors  and  then  for  ratification. 

ROLE    OF    CONGRESS 

In  the  U.S.  Congress  has  followed  the  negotiations  for  a  reformed  international 
monetary  system  closely.  The  Joint  House-Senate  International  Economic  Sub- 
committee has  held  hearings  regularly  on  questions  of  international  monetary 
reform.  Last  July  this  subcommittee,  jointly  with  the  Subcommittee  on  Interna- 
tional Trade.  Investment  and  Monetary  Policy  of  the  House  Banking,  Currency 
and  Housing  Committee,  held  hearings  to  review  the  issue  of  floating  exchange 
rates  aiul  published  a  report.  Three  weeks  ago  a  hearing  considered  aspects  of  the 
tentative  gold  agreement  reached  by  the  Interim  Committee  during  the  IMF 
annual  meeting.  The  role  of  Congress  is  to  consult  with  the  Executive  branch 
on  what  position  the  United  States  should  take  in  these  negotiations.  Ultimately 
the  revised  IMF  Articles  of  Amendment  will  have  to  come  before  Congress  for 
ratification.  By  making  Congressional  views  known  in  advance,  the  revised 
Articles  can  be  capable  of  prompt  ratification. 


Thursday,  October  30,  1975 

SUMMARY  OF  DISCUSSION 

Plenary  Session  II — Institutional  Developments 
(Working  Documents:  Mr.  Seefeld,  Mr.  Rosenthal)1 

Mr.  Seefeld  introduced  his  paper  on  "Recent  Developments  Within 
the  European  Communities.''  Congressman  Rosenthal  introduced  his 
paper  on  "The  Role  of  the  TT.S.  Congress  in  Foreign  Affairs". 

Congressman  Gibbons  underlined  his  support  for  the  views  expressed 
by  Congressman  Rosenthal  which  he  considered  to  be  a  very  good 
explanation  of  the  interest  of  Congress  in  foreign  policy  and  the  rea- 
sons why  Congress  wished  to  intervene  in  foreign  policy. 

Congressman  Ryan  said  that  the  main  reason  for  the  peculiar  rela- 
tionship of  Congress  vis-a-vis  the  President  during  the  past  few  years 
that  although  the  President  was  a  Republican  the  majority  in 
Congress  was  Democratic.  This  created  conflicts  or  tensions  between 
flie  White  House  and  Congress.  In  a  situation  of  this  kind  it  was  very 
difficult  to  obtain  a  harmonious  view  between  the  administration  and 
( Congress  over  foreign  policy. 

CONGRESSIONAL  interventions  cited 

Congressman  Biester  pointed  out.  however,  that,  with  specific  refer- 
ence to  the  Gulf  of  Tonkin  Resolution,  the  Vietnam  war  had  been 
launched  by  a  President  and  Congress  of  the  same  party.  Foreign 
policy  powers  were  given  to  Congress  by  Article  1  of  the  F.S.  Constitu- 
tion but  not  to  the  President,  except  for  the  making  of  treaties.  But 
it  musrt  be  admitted  that  Congress  had  not  played  a  very  glorious 
role  in  foreign  policy  in  its  recent  period  of  interventionism  which 
includes  the  League  of  Nations,  the  Neutrality  Act  and  the  Hicken- 
looper  amendment.  With  its  policies  toward  both  Greece  and  Turkey, 
( longress  had  been  playing  dice  with  the  future  of  NAT( >. 

Mi-<  Boothroyd,  referring  to  Mr.  Seefeld's  paper,  said  that  "Euro- 
pean Union"  and  the  possible  holding  of  direct  elections  to  the  Euro- 
pean Parliament  in  19t8  had  been  tneni  toned.  Were  such  developments 
feasible?  The  Europeans  in  Britain  were  very  happy  about  the  refer- 
endum result,  but  it  should  be  remembered  that  the  referendum  con- 
cerned only  the  Common  Market  as  it  was  today,  and  did  not  refer  t<^ 
b  "European  Dnion".  The  decision  to  move  on  to  a  "European  I  Fnk>nw 
had  to  be  decided  by  our  ><>\  ereign  parliaments.  There  was  no  quest  ion 
of  Europe,  Tor  instance,  insuring  its  own  security  framework    this 

had  to  be  done  in  \AT(  ).  As  far  as  st  andardi/at  ion  of  aiTOS  was  Con- 
cerned, this  had  heeii  BJ token  ahout   for  more  than  20  years  and  we  st  ill 

had  not  go1  there  yet 


■  s.  .•  pp,  :>i  ami  it.  respectireljr. 

.  IS) 
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EXAMPLE    OF    VIETNAM 

Congressman  Sarbanes  said  that  the  essential  rationale  of  the  United 
States  is  its  democratic  nature.  Therefore  it  was  logical  that  Congress, 
as  the  democratic  element  in  government,  should  intervene  in  foreign 
policy.  It  was  known  that  Congress  had  to  rectify  treaties  when  these 
were  negotiated.  Congress  had  to  act  responsibly  in  such  situations,  but 
it  was  not  prepared  to  hand  over  its  entire  responsibility  to  the  admin- 
istration, lie  did  not  think  that  ethnic  groups  did  exert  very  much 
electoral  pressures  <>n  Congressmen,  hut  just  made  them  look  more 
closely  at  the  specific  questions  in  which  their  ancestry  made  them 
involved  or  interested.  It  had  to  be  admitted  that  Congress  sometimes 
reacted  crudely  over  foreign  policy  matter-  but  it  had  very  few  instru- 
ments at  its  disposal.  In  Vietnam,  the  Congress  had  to  cut  funds 
because  the  executive  branch  refused  otherwise  to  end  the  Avar.  Ulti- 
mately there  must  be  a  basis  in  principle  for  our  foreign  policy  for 
the  American  people  will  not  support  a  foreign  policy  based  only 
on  power  and  "realpolitik." 

Mr.  Klepsch  said  that,  from  his  point  of  view,  one  of  the  problems 
was  that  Congress  was  reelected  every  '1  years.  Thus  minority  groups 
were  able  to  exert  foreign  policy  influence  and  pressures  because  of 
their  electoral  pressures  on  Congressmen.  It  should  not  be  forgot  tin 
that  the  United  States  was  a  world  power  whose  commitments,  under- 
taken by  its  administration,  had  to  be  honored  without  a  danger  of 
these  commitments  being  destroyed  by  Congress.  "Would  Congress, 
for  Instance,  approve  if  Turkey  were  to  leave  XATO  as  a  result  of 
the  embargo  which  it  had  imposed?  This  was  certainly  one  possible 
implication  of  the  Turkish  arms  embargo. 

Mr.  Seefeld,  replying  to  Mis-  Boothroyd,  and  referring  specifically 
to  holding  direct  elect  ions  for  the  European  Parliament  by  1978,  said 
that  it  was  perfectly  feasible  to  hold  direct  elections  by  that  year  if  the 
British  and  Danish  Governments  did  not  pose  too  many  problems. 
Tie  agreed  that  the  British  referendum  had  been  a  good  result  not 
only  for  Britain  but  for  Europe.  As  a  result  of  the  referendum  the 
British  public  was  better  informed  about  Europe  than  other  member 
countries  of  the  Community,  because  of  the  very  elaborate  campaign. 
The  forthcoming  report  of  .Mi-.  Tindemans  [The  Belgian  Prime  Min- 
ister] on  European  1'nion  could  only  be  as  good  as  the  political  input 
into  it  allowed  it  be  to.2  It  could  not  be  better  than  the  idea  of  those 
with  whom  Mr.  Tindemans  was  consulting.  The  whole  point  of  the 
-t  rengt  h  and  unity  of  1  he  ( 'oinmunity  was  t  he  reali/at  ion  of  its  mem- 
that  there  were  more  things  which  united  them  that  divided 
t  hem.  in  id  that  they  were  better  off  sticking  together, 

GROWTH    "i     El  Rl  >P1   \  \    PARLLA  M  1  \ T 

Congressman  Rosenthal  wondered  whether  the  European  Parlia- 
ment, in  trying  to  obtain  more  powers,  which  was  a  fully  desirable 

aim,  mivjil    be  able  to   learn   lessons   from   the  experience  of  the    1   ,S. 

( longre 
Mr.  Nbrmanton  though!  that  there  was  some  parallel  in  relations 

between  the  European  Parliament   and  (lie  Council  of  Ministers,  and 
■  Bee  i'.  s">  i'"i"  i'ii'  Tlndemam  Report. 


45 

the  U.S.  administration  and  Congress.  He  stressed  that  the  com- 
munity of  interest  between  the  Commission  and  the  European  Parlia- 
ment was  much  closer  than  that  between  the  Nine  different  ministers 
who  made  up  the  Council.  He  hoped  it  would  be  possible  to  avoid 
creating  an  impasse  between  the  European  Parliament  and  the  Coun- 
cil like  that  which  seemed  to  exist  between  Congress  and  the  admin- 
istration. 

It  was  wrong  to  see  the  referendum  in  the  terms  in  which  Miss 
Boothroyd  had  described  it.  The  referendum  was  not  a  national  one 
but  essentially  one  within  the  Labour  Party  since  the  Conservative 
Party  had  never  had  any  doubts  at  all  about  its  support  for  a  united 
Europe. 

Mr.  Behrendt  said  that  the  Council  of  Ministers  could  not  be  com- 
pared with  a  purely  national  administration.  There  were  significant 
differences.  What  we  had  to  aim  at  was  achieving  co-decision  between 
the  European  Parliament  and  the  Council,  in  effect,  a  gradual  sharing 
of  powers  between  the  Council  and  the  Parliament.  He  thought 
that  the  development  of  economic  and  monetary  union  was  one  of  the 
most  fruitful  ways  in  which  the  European  institutions  could  develop 
their  competences  further,  since  institutional  developments  would  have 
to  go  hand  in  hand  with  monetary  union. 

Congressman  Rosenthal  thanked  participants  and  concluded  the 
discussion. 


PAPERS 

IS  THE  CONGRESS  IN  REVOLT? 
Paper  by  Mr.  Rosenthal 

The  role  of  Congress  today  in  foreign  affairs  perplexes  many  foreigners.  From 
an  institution  which  consistently  supported  the  policy  outlines  of  Marshall, 
Acheson,  Dulles,  Rusk  and  Kissinger,  we  now  perceive  (in  the  United  States, 
as  well)   a  new  direction  by  Congress. 

The  milestones  of  this  change  are  agreed  upon :  the  Trade  Reform  Act  of  1974, 
with  the  Jackson  amendment ;  the  suspension  of  military  aid  to  Turkey  ;  and 
the  refusal  to  grant  additional  military  aid  in  Southeast  Asia. 

What  is  less  clear  is  the  long-term  significance  of  these  instances  of  congres- 
sional independence  in  foreign  affairs : 

Are  these  isolated  cases,  brought  together  only  by  their  coincidence  in  time? 

Do  they  reflect  the  peculiar  weaknesses  of  the  Ford  Administration,  the  only 
one  in  American  history  where  the  President  never  won  a  national  electoral 
mandate? 

Or  do  these  congressional  acts  of  defiance  represent  a  more  substantial  shift 
of  authority  to  a  Congress  clearly  reacting  against  too  much  foreign  involvement, 
of  which  Vietnam  is  the  symbol  ? 

TRADE   BILL   DISPUTE 

Let  us  examine  the  examples  before  drawing  general  conclusions: 

The  seeds  of  the  trade  bill  dispute  came  from  the  lack  of  caution  by  the  Nixon 
Administration  which  in  October  1972  signed  a  trade  agreement  with  the  Soviet 
Union  which  promised,  among  other  items,  most-favored-nation  (MFN)  status. 
In  the  euphoria  before  the  anticipated  election  victory  by  Xixon  that  fall,  the 
Administration  forgot  that  congressional  approval  was  needed  for  MFN  status. 
At  the  same  time,  the  Nixon  Administration  ignored  the  bitter  reaction  in 
America  several  months  earlier  to  the  Soviet  emigration  tax.  That  reaction 
should  have  warned  both  governments  that  congressional  approval  would  not  be 
automatic.  Whether  or  not  one  agrees  with  the  final  congressional  action,  it  was 
well  anticipated  for  over  two  years. 

The  Turkish  aid  suspension  had  its  roots  in  the  cynical  policy  employed  by 
two  American  Administrations  in  the  eastern  Mediterranean  since  1967. 

Faced  with  a  Greek  military  dictatorship,  the  Johnson  and  Nixon  Administra- 
tions proceeded  on  a  business-as-usual  basis  in  Athens.  When  that  dictatorship 
provoked  a  coup  on  Cyprus  in  July.  1974.  the  United  States,  still  eager  to  pro- 
tect its  Greek  bases,  refused  to  condemn  the  attack  on  the  legal  Cypriot  govern- 
ment. The  inevitable  Turkish  reaction  came  in  the  July  invasion.  But  when  the 
Turks,  in  August,  expanded  that  beachhead  to  over  one-third  of  the  island,  and 
over  three-quarters  of  its  economic  wealth,  the  situation  shifted  dramatically, 
in  the  congressional  view. 

TURKISH    AID    SUSPENDED 

The  Turks,  who  in  July  were  the  aggrieved  party,  were  now  the  aggressor. 
armed  almost  entirely  with  American  weapons,  employed  against  an  explicit 
and  long-standing  prohibition  in  U.S.  law.  The  refusal  of  Secretary  Kissinger  to 
face  this  legal  issue — a  refusal  which  many  judged  intolerable  in  the  post-Water- 
gate period — insured  that  military  aid  to  Turkey  would  be  suspended. 

The  Turkish  affair,  therefore,  must  also  be  charged  to  ineptness  by  the  Ad- 
ministration, rather  than  to  a  congressional  design  to  seize  authority. 

On  the  third  example,  Vietnam,  there  had  been  a  widespread  public  disen- 
chantment with  the  war  in  Southeast  Asia  since  19fiS.  The  refusal  of  the  Con- 
gress to  vote  extra  aid  to  Vietnam  was  entirely  consistent  with  Congress'  own 
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record  since  1073  and  with  the  temper  of  the  American  people.  That  this  refusal 
surprised  the  President  and  the  Secretary  of  State  is  itself  surprising. 

I-ven  if  these  three  episodes  are  clearly  unrelated,  do  they  not  reflect  a  lack 
of  leadership  by  the  Ford  Administration V  Even  if  coincidences,  don't  these 
events  create  a  new  mood  in  Congress?  The  answer  is  clearly  ••yes"'  if  these 
questions  ask  whether  the  political  effects  of  these  congressional  acts  could 
not  have  been  otherwise  represented;  Yet  the  new  President,  with  a  conventional 
and  conservative  approach  to  foreign  affairs,  Cultivated  in  the  House  of  Repre- 
senttives  in  the  quarter-century  when  Presidents  nuule  foreign  policy,  was  para- 
doxically, not  a  likely  candidate  to  sense  the  new  Congressional  mood  for  several 
us : 

MISTAKES    OF    THE    PRESIDENT 

First,  the  new  President  was  confident  that  he  knew  the  IIou<e  nod  could 
lead  it  in  foreign  affairs  as  Truman,  Eisenhower  and  even  Kennedy  and  John- 
son had.  Ford  failed  to  see  the  special  difficulties  of  the  three  problems  out- 
lined aboye  and  Ins  special  weaknesses  as  an  interim  President. 

nd.  President  Ford  relied  too  much  on  Kissinger  when  the  Secretary 
of  State  was  already  beginning  his  decline.  The  Kissinger  credibility  was 
tarnished  by  Chile,  by  his  Salzburg  temper  tantrum  and  by  a  style  increasingly 
perceived  to  concentrate  more  on  managing  his  critics  and  less  with  dealing 
with  international  problems.  Yet  Ford's  weakness  in  foreign  affairs  could  not 
allow  him  to  release  Dr.  Kissinger. 

The  weaknesses  of  the  President  compounded  those  of  his  Secretary  of  State, 
creating  the  appearance  that  the  institution  of  the  Presidency  was  weakened 
in  foreign  affairs.  How  unreal  this  appearance  is,  we  can  see  by  projecting  our- 
selves 18  months  ahead.  By  spring  of  1077.  we  can  he  confident  these  events 
will  have  taken  place  : 

A  President,  elected  in  his  own  right,  will  he  in  the  White  House  with  a  new 
foreign  policy  team. 

Vietnam  will  have  receded  from  the  public  consciousness. 

The  new  President  will  have  used  his  initial  strength  to  remove  both  Turk- 
ish aid  and  the  JacksOD  amendment  as  major  problems,  assuming  that  they  arc1 
not  already  removed  by  the  present  Congress. 

What,  then,  will  he  the  Congress  which  the  new  President  faces  in  the  foreign 
affairs  field? 

IS  THERE  A  ''REVOLUTION  V" 

To  the  great  disappointment  of  those,  in  and  out  of  the  Congress,  who  see 
today  a  "revolution"  in  the  legislative  branch,  there  Is  a  good  chance  that  two 
years  from  now  no  one  will  know  what  today's  excitement  was  about.  Congress 
changes  its  ways  rery  slowly.  The  dramatic  changes  in  internal  procedure  taken 
by  the  present  Congress  offers  proof  Of  relative  congressional  inertia  and  not 
a  refutation  of  it.  The  principal  change  was  to  elect  3  of  -1  committee  chair- 
men by  merit  and  not  seniority. 

Coordinating  the  work  of  435  Members,  elected  every  two  years  largely  on 
their  own  and  as  party  representatives,  is  a  task  which  has  occupied  the  House 
since  Its  creation,  (Coordinating  the  House  and  the  Senate  has  never  been  pos- 
sible, i  Numerous  reorganizations  have  been  discussed,  a  few  adopted,  but  the 
theme  of  the  House's  history  i^  that  few  men  and  few  groups  have  ever  tamed 
the  essentia]    (and  healthy)   disorder  of  the  institution.  When  the  House  seemed 

to  become  too  organized  (under  the  speaker  in  the  late  19th  Century,  and  under 
the  <"ancns.  iii  the  early  20th  Century)  the  House  itself  reacted  by  limiting 
the  trend  toward  too  much  order. 

Today,  the  House,  especially  in  foreign  affairs,  seems  to  be  reacting  against 
too  much  control  b\  tie-  President.  The  Vietnam  conflict  symbolizes  that  con- 
cern. Here  \va<  a  major  American  military  engagement  Into  which  tin1  Congress 
was  ted  by  three  Presidents  who  controlled  both  the  diplomatic  and  military 
facts  available  t<»  the  legislative  body.  The  disaster  of  Vietnam,  from  its  origins 
and  Its  execution,  will  remain  a  symbol  of  Congressional  weakness  and  manlpu- 

lat  ion  \',,r  some  \  cars. 

The  reaction  against  this  manipulation  bq  far  has  come  in  the  Democratic 
Caucus,  the  assembly  of  all  party  members  in  the  House.  P.ni  past  experience 
Indicates   that    the  Caucus   Lfl   unlikely   to  be  a   Continuing  or  a   consistent    guldf 

for  t  he  i  louse. 
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IMPROVING   CONGRESS'    CAPACITY 

A  more  constructive  and  more  feasible  possibility  is  that  Congress,  in  both 
its  branches,  will  reflect  its  Vietnam  experience  through  an  improved  use  of 
its  capabilities  to  understand  and  evaluate  future  foreign  policy  problems  before 
they  become  Vietnams.  These  capabilities  presently  exist  only  in  incomplete 
forms  within  the  congressional  committees  on  foreign  affairs. 

Improving  the  capacity  for  independent  critical  judgments  and  developing 
Congress'  own  sources  of  information  in  international  affairs  would  be  signs 
that  Congress  is  seriously  committed  to  a  continuous  and  mature  role  in  this 
urea. 

The  next  IS  months,  therefore,  while  the  public's  attention  is  focused  on  the 
consequences  of  the  Vietnam  experience,  will  also  be  a  test  period  for  Congress. 
With  a  relatively  weak  President  in  the  White  House  for  the  first  time  since 
World  War  II,  the  Congress  faces  a  responsibility — and  a  test — for  which  past 
performance  is  little  guide. 

The  important,  but  isolated  examples,  of  the  Trade  Bill  and  of  Turkish  and 
Vietnam  aid,  should  not  obscure  the  principal  issue:  Is  Congress  prepared  for 
a  continuing  commitment  in  the  foreign  affairs  field  or  will  the  post  WWII 
domination  by  the  Presidency  reassert  itself  in  two  years? 

Many  thoughtful  Americans  hope  that  a  responsible  Congress  can  perform 
the  task  which  Vietnam  has  set  before  it.  Whether  or  not  it  will  do  this  is  still 
an  open  question. 


RECENT   DEVELOPMENTS   WITHIN   THE    EUROPEAN    COMMUNITIES 

Paper  by  Mr.  Seefeld 
A.  Eukopean  Union 

1.  The  different  institutions  of  the  European  Communities  have  now  submitted 
their  reports  on  ''European  Union"  to  Mr.  Tindemans,  the  Belgian  Prime  Minister, 
who  is  due  to  take  these  documents  into  consideration,  together  with  views  ex- 
pressed by  national  governments,  political  parties  and  other  relevant  organisa- 
tions, in  preparing  his  own  report  for  submission  to  a  summit  meeting  before 
the  end  of  this  year.1 

2.  In  his  detailed  replies  to  a  journalist  of  "Le  Monde"  2  Mr.  Tindemans  has 
already  made  it  clear  that  just  to  find  a  definition  of  "European  Union"  is  in 
itself  a  major  problem,  quite  apart  from  providing  detailed  proposals  for  the 
substantive  content  of  "European  Union".  In  the  same  interview  Mr.  Tindemans 
admitted  that  in  his  own  view  it  would  not  be  possible  to  form  a  complete  "Euro- 
pean Union"  by  1980,  though  he  expressed  the  hope  that  the  Nine  would  be  able 
to  move  forward  in  the  economic,  monetary  and  social  fields.  He  also  stated  that 
a  "European  Union"  was  inconceivable  without  a  common  attitude  of  the  Nine 
concerning  guidelines  for  foreign  and  defence  policy.  Commenting  on  the  con- 
troversial problem  of  European  defence,  Mr.  Tindemans  told  "Le  Monde"  that 
since  Europe  on  its  own  was  not  able  to  ensure  its  own  defence  this  must  continue 
to  be  carried  out  within  the  integrated  system  of  NATO.  Within  NATO  Mr. 
Tindemans  considered  that  the  European  contribution  could  take  the  form  of  a 
strengthening  of  the  Eurogroup,  which  might  take  on  the  responsibility  of  arma- 
ments standardisation.  Mr.  Tindemans  emphasised  that  the  precondition  of  any 
distinct  European  defence  entity  must  be  the  creation  of  a  European  political 
authority. 

3.  From  what  Mr.  Tindemans  has  already  revealed  it  seems  unlikely  that  his 
report  on  "European  Union"  will  make  ambitious  proposals  in  the  sense  of  the 
creation  of  some  form  of  European  federation,  confederation  or  government.  It  is, 
indeed,  already  clear  that  Mr.  Tindemans's  proposals  will  be  of  a  more  limited 
and  practical  nature.  It  is  only  to  be  hoped  that  European  public  opinion  will  not 
be  too  disappointed  and  will  not  become  disillusioned  by  such  an  approach.  Mr. 
Tindemans's  task  is  a  difficult  and  unenviable  one  at  a  time  of  economic  crisis 
when  the  member  governments  of  the  Communities  have  been  tempted  to  return 
to  policies  of  economic  nationalism.  If  positive  results  follow  from  Mr.  Tinde- 
mans's report  they  might  well  take  the  form  of:  (a)  more  detailed  organisation 
and  institutionalisation  of  the  work  of  Heads  of  Government:  and  (b)  a  more 
active  policy  by  the  Nine,  as  an  entit.v.  in  fields  outside  but  linked  to  the  Treaties — 
such  as  cooperation  in  the  legal  and  health  domains. 

B.  Heads  of  Government 

4.  The  only  Heads  of  Government  summit  since  the  Munich  meeting  of  the 
two  delegations  was  a  "low-profile"  one  in  Brussels  in  August,  which  issued  no 
declaration.  But  it  may  be  useful  to  make  some  comments  concerning  this  major 
new  institutional  development. 

5.  The  decision  that  Heads  of  Government  meetings  should  be  held  regularly 
three  times  a  year  was  taken  in  Paris  in  December  1974.  This  decision  is  of  the 
very  highest  significance  since  it  indicates  the  willingness  of  the  Heads  of  Govern- 
ments to  take  the  responsibility,  themselves,  for  laying  down  guidelines  of  Com- 
munity policy,  at  the  highest  level,  and  to  consider  and  possibly  decide  on  matter? 
outside  the  Treaties  but  related  to  them. 

6.  There  has  not  yet  been  sufficient  experience  of  the  "European  Council"  to 
enable  us  to  arrive  at  a  balanced  assessment  of  its  advantages  and  disadvantages. 


1  Spp  p.  85  for  the  Tindemans  Report. 

a  "La  visitc  a  paris  dii  premier  ministre  beige",  "Le  Monde",  21-22  September  1973.  For 
full  text  see  end  of  this  paper. 
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On  the  one  hand  we  can  already  see  that  the  "European  Council"  is  capable  of 
breaking  deadlocks  in  fields  of  policy  where  action  has  been  necessary  for  some 
rime — notably  concerning  regional  policy,  where  the  decision  to  establish  a 
Community  regional  policy  was  taken  at  the  Heads  of  Government  meeting  in 

Paris  in  T.»T2  and  where  the  decision  to  activate  this  policy  was  taken  at  the 
Paris  meeting  of  December  1074.  On  the  other  hand  the  December  VM4  summit 
replaced  thC  the  ordinary  Council  in  taking  a  major,  detailed  decision  concerning 
a  matter  which  clearly  lay  within  the  competence  of  the  EEC.  This  raises  the 
whole  question  of  the  relationship  of  the  "European  Council"  to  the  Community 
institutions  and  to  the  Treaties.  Thus,  although  it  is  to  he  hoped  that  the 
"European  Council"  will  provide  the  European  Communities  with  irreater  flex- 
ibility and  enable  them  to  move  forward  more  rapidly  in  areas  where  much 
needed  decisions  have  been  blocked  for  too  lone:,  it  is  clearly  necessary  that  the 
decisions  of  the  Heads  of  Government  be  made  politically  accountable  within 
the  Community  framework. 

7.  At  present  there  is  no  such  accountability  and  following  the  important 
Dublin  summit  this  March  which  wound  up  the  "renegotiation"  of  Britain's  terms 
..;'  membership  of  the  European  Community  if  was  only  through  the  press  that 
public  opinion  was  informed  as  to  the  important  decisions  taken  since  the  Heads 
of  ( royernmenl  did  not  publish  any  statement  or  communique. 

8.  If  summit  meetings  are  to  he  made  accountable  politically,  the  most  obvious 
way  would  be  to  make  them  so  either  to  national  Parliaments  or  to  the  Euro- 
pean Parliament.  But  national  Parliaments  are  more  than  fully  occupied  with 
national  problems  and  are  not  completely  informed  concerning  Community  prob- 
lems. On  the  other  hand  a  basic  function  of  the  European  Parliament  is  to 
supervise  political  decisions  within  the  Community  and  so,  from  a  Community 
viewpoint,  the  most  desirable  solution  would  be  that  summits  should  be  account- 
able to  the  European  Parliament.  On  the  basis  of  a  report  by  Mr.  Peter  Kirk 
on  Powers  of  the  Parliament  Parliament's  Political  Committee  is  already  con- 
sidering the  idea  that  the  particular  Head  of  Government  chairing  any  one 
summit  meeting  should  report  to  the  following  session  of  the  European  Parlia- 
ment concerning  the  decisions  and  discussions  of  that  Heads  of  Government 
meeting. 

C.  The  Commission 

9.  The  Commission  continues  to  exercise  its  two  fundamental  roles  within 
the  Community.  First  it  acts,  in  most  cases,  as  the  initiator  of  policy  proposals. 
Second,  it  ;\<-t*  as  the  executive  or  administrative  body  of  the  Community  in 
administering  the  Common  \.gricultural  Policy,  etc.  Bui  since  the  "Luxembourg 
Agreement"  of  January  1966  the  Commission's  power  of  initiative  has  been 
blunted  by  the  insistence  of  governments  that  practically  ail  decisions  must 
be  taken  by  unanimity.  At  the  Paris  Summit  of  December  1974  the  Heads  of 
Government  stated  that:  *'it  is  necessary  to  renounce  the  practice  which  con- 
sists of  making  agreement  on  all  questions  conditional  on  the  unanimous  con- 
Bent  of  the  Member  states,  whatever  their  respective  positions  may  be  regard- 
ing the  conclusions  reached  in  Luxembourg  on  28  January  1966."  Your  Rappor- 
teur considers  thai  the  Commission's  real  significance  as  initiator  of  policy  will 
not  be  folic  restored  until  the  Council  returns  to  voting  procedures  laid  down 
In  Article  148  of  the  EEC  Treaty,  which  provides  \'<>v  majority  voting. 

O.    P.Mtl  i.\\ti:\  p 

10.  The  Buronean  Parliament  i<  beginning  to  acquire  effective  budgetary  powers, 
in  March  r.»T."..  the  Institutions  of  the  Community  agreed  fro  ;i  "concertation 
procedure"  us  ;i  means  of  resolving  differences  between  the  Parliamenl  ami  the 
Council  of  Ministers  over  oil  proposals  with  financial  Implications.  The  Council 

i  in  July  to  adopt  the  proposed  a inondnieni s  io  the  budgetary  provisions 
of  the  Treaty  these  .-in'  now  submitted  for  separate  ratification  to  the  national 
parliaments.  When  these  amendments  are  Anally  approved,  the  European  Par- 
liament's statutory  rights  will  be  considerably  Increased.  Parliamenl  will  have 
the  power  to  reject  the  overall  budget,  it  will  be  able  on  its  own  to  give  :i  dis- 
charge to  the  Commission  for  the  annual  budget.  Those  amendments  and  modi- 
fications to  the  budget  proposed  by  the  Parliament  will  be  more  likely  to  i„. 
included.   Parliament   will   be  consulted  over  the  appointment   of  members  of 
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the  proposed  Court  of  Auditors.  Indeed,  the  establishment  of  this  independent 
court,  which  will  greatly  assist  Parliament  in  the  scrutiny  of  expenditure,  is 
also  awaiting  final  approval  by  the  Member  States.  The  next  set  of  Treaty 
amendments,  moving  toward  a  power  of  co-decision  for  the  Parliament  in  budg- 
etary matters,  will  be  prepared  by  the  Commission  in  the  coming  months. 

11.  Parliament  is  in  no  mood  just  to  remain  content  with  the  additional 
budgetary  powers  it  obtained  from  the  Member  Governments  in  the  new  budg- 
etary texts,  though  these  are  an  essential  contribution  to  the  enlargement  of 
Parliament's  powers  in  view  of  the  introduction  of  direct  elections. 

12.  The  Council  has  not  yet  reacted  to  the  proposals  concerning  the  introduc- 
tion of  direct  elections  voted  by  Parliament  in  1974.  but  must  do  so  in  the  near 
future  if  1978 — the  earliest  time  suggested  by  the  Heads  of  Government  them- 
selves-— is  to  be  the  year  that  sees  the  holding  of  the  first  direct  elections. 

13.  Parliament's  report  on  "European  Union'' 8  makes  an  important  proposal 
concerning  the  Community's  decision-making  procedure.  In  the  text  which 
Parliament  adopted  in  July,  Mr.  Bertrand,  the  rapporteur,  had  proposed  that 
a  new  Community  decision-making  procedure  should  be  introduced,  as  follows. 
First  the  Commission,  where  appropriate  on  a  proposal  from  Parliament,  should 
draw  up  a  draft  proposal.  Next  this  draft  should  be  submitted  to  the  Council 
and  Parliament  at  the  same  time.  Then  the  Commission  proposal,  approved  or 
amended  by  Parliament,  would  be  forwarded  to  the  Council  and  the  Commission. 
which  could  then  amend  the  proposal  as  suggested  by  Parliament.  Were  the 
Council  to  feel  that  it  must  make  substantive  changes  to  the  text  of  the  proposal 
approved  by  Parliament  a  conciliation  procedure  must  be  instituted,  within  time 
limits  to  be  specified,  before  the  Council  takes  its  decision.4 

14.  Further,  as  far  as  the  extension  of  Parliament's  own  powers  are  concerned, 
Mr.  Kirk  has  already  submitted  a  draft  report  and  draft  resolution  to  the  Poli- 
tical Committee.  Amongst  other  proposals  Mr.  Kirk  suggests:  (a)  that  direct 
political  accountability  should  be  established  from  Heads  of  Government  meetings 
to  Parliament.  This  would  take  the  form  of  the  Head  of  Government  of  the  coun- 
try chairing  each  Heads  of  Government  meeting  reporting  to  Parliament  at  its 
next  session;  (b)  the  extension  of  Parliament's  budgetary  control  over  the  Com- 
mission through  :  (i)  the  submission  of  five-year  forecasts  of  expenditure  to  Par- 
liament by  the  Commission  and,  (ii)  the  establishment  of  budgetary  sub-commit- 
tees by  each  ••spending"  committee  of  Parliament  which — alongside  Parliament's 
Committee  on  Budgets — would  scrutinise  and  make  suggestions  concerning  the 
major  policy  options  in  their  own  field  of  expenditure;  (c)  an  increased  role  for 
Parliament  in  the  negotiation  of  association  and  trade  agreements  by  the  Com- 
munity— with  Parliament  holding  an  orientation  debate  before  the  Council  gives 
the  Commission  a  negotiating  mandate,  and  with  the  Community's  signature  of 
such  agreements  requiring  Parliament's  approval  before  these  agreements  would 
enter  info  force. 

15.  The  problem  of  establishing  a  single  seat  for  the  Communities  continues  to 
preoccupy  Parliament,  which  is  particularly  concerned  with  its  own  site  and  with 
improving  the  ertectivene--s  of  its  own  work  in  the  very  difficult  present  situation 
in  which  plenary  sessions  are  divided  between  two  cities.  Luxembourg  and  Stras- 
bourg, and  most  committee  meetings  are  held  in  yet  a  third  city.  Brussels.  In  Sep- 
tember Parliament's  Bureau  instructed  the  Political  Committee  to  report  on  this 
question. 

E.  Political  Cooperatiox 

10.  During  recent  months  the  political  cooperation  process  has  been  mainly  con- 
cerned with  the  conclusion  of  the  Conference  on  Security  and  Cooperation  in 
European  Helsinki  and  the  development  of  the  Euro-Arab  dialogue. 

17.  Tribute  must  be  paid  to  the  cohesion  and  negotiating  skill  displayed  by  the 
Nine  at  Helsinki  and  Geneva.  In  fact,  it  was  the  Nine  which  emerged  as  the  major 
negotiating  force  in  the  Conference.  It  is  noteworthy  that  Mr.  More,  the  Italian 
Prime  Minister,  signed  the  final  act  not  only  on  behalf  of  his  own  country  but 
also  on  behalf  of  the  European  Communities. 


"  Requested  by  the  Heads  of  Government  and  which  is  one  of  the  baaie  texts  which 
Mr.  Tindemans  is  taking  into  consideration  in  preparing  his  own  report  on  ••European 
Union"  for  submission  to  the  Heads  of  Government  hefore  the  end  of  the  year. 

-*  This  proposal  is  aimed  at  extending  to  all  legislative  proposals  the  procedure  already 
agreed  concerning  proposals  for  acts  with  financial  implications. 
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ANXEX 

[Article  from  "Le  Monde",  September  21-22,  1975] 

Belgian  Prime  Minister's  Visit  to  Paris 

interview  by  maurice  delarue 

•Europe  Is  certain  to  develop  towards  greater  independence,  even  in  defence," 
Mr.  Tindemans  tells  "Le  Monde." 

Mr.  Leo  Tindemans,  who  was  instructed  by  the  Paris  summit  of  1974  to  de- 
fine before  31  December  next  an  "overall  concept  of  European  Union"  (it  had 
been  agreed  in  1972  that  such  a  union  would  be  set  up  "before  the  end  of  the  pres- 
sor decade'1 )  is  expected  in  Paris  on  Sunday,  21  September.  The  Nine  have  asked 
the  Belgian  Prime  Minister  to  draw  up  a  report  based  on  an  analysis  of  the  work 
done  on  rliis  matter  by  the  Commission,  the  Court  of  Justice  and  the  European 
Parliament,  and  on  consultation  with  governments  and  a  "wide  range  of  public 
opinion"  in  the  Community.  Mr.  Tindemans  has  already  visited  Dublin.  Luxem- 
bourg, Hie  Hague,  London  and  Bonn.  He  will  visit  Rome  and  Copenhagen  in 
er.  In  Paris,  from  Sunday  evening  to  Tuesday  evening,  he  is  to  meet  a  large 
number  of  politicians,  trade  unionists,  ministers  and  opposition  spokesmen.  In 
the  following  interview,  he  sums  up  his  work  and  ideas  on  Europe. 

"Only  Mr.  Marchais  has  refused  to  meet  me"  x  said  Mr.  Tindemans,  "but  the 
views  he  ascribed  to  me  and  the  concept  of  European  Union  he  put  forward  have 
no  ba^is  in  reality.  My  mandate  laid  down  no  fixed  rules.  I  can  work  without 
any  preconceptions.  I  informed  Mr.  Marchais  that  I  regretted  his  refusal  to  have 
talks. 

"But,  Mr.  Tindemans  went  on,  I  will  be  seeing  Mr.  Mitterrand.  The  leaders  of 
the  CGT  have  accepted  my  invitation  as  well  as  those  of  the  CFDT  and  FO." 

Have  you  met  with  any  other  refusal*' 

No,  but  the  Communist  leaders  in  Luxembourg  called  off  the  meeting  at  the 
last  minute  after  accepting.  When  I  visited  the  Grand  Duchy  the  President  of 
their  party  was  ill  and  the  Vice-President  abroad.  I  will  be  meeting  the  leaders 
of  the  Italian  Communist  Party. 

Are  you  )>ot  afraid  that  the  expression  "European  Union"'  might  not  be  taken 
Seriously t  Such   ambitious   words   With   so  little  substance  tend  to  cause  smiles. 

This  is  something  which  is  worrying  me.  Twenty  years  ago  people  talked 
about  a  Community,  then  about  political  union,  then  about  "European  Union" 
without  denning  them  in  any  way.  Today  T  am  asked  to  say  that  European  Union 
is.  In  present  circumstances  it  is  well-nigh  impossible. 

Europe  is  not  making  progress.  Everyone  knows  this.  The  recession  is  so  bad 
Unit  it  recalls  the  horrors  of  the  30's.  When  Italy  put  restrictions  on  imports, 
your  paper  printed  an  article  entitled  "Return  to  Autarky."' 

Since  then  this  tendency  bas  grown  stronger.  There  were  protests  recently 
in  Great   Tiritain  because   Danish   furniture  bad   been  bought   for   the   House  of 

Commons.  In  statements  to  "Le  Monde"  Mr.  Bidegain'  gave  a  list  of  products 

Which  France  does  not  produce  but  could  produce.  When  there  are  balance  of 
payments  difficulties,  the  natural  tendency  is  to  seek  a  solution  in  protectionism. 

With  present  difficulties-  unemployment,  inflation,  trade  deficits  the  danger 
that  the  construction  of  Europe  may  crumble  is  a  real  one.  At  a  moment  like 
1  hi-  the  task  which  T  have  accepted  is  risky. 

II on-  dn  you  t hi nl:  you  will  manage? 

When  there  is  a  crisis  cither  you  succumb  to  it  or  you  use  it  as  n  springboard. 
T  hope  that    Europeans  will  be  aware  of  the  dangers  and   use  it   to  make  a   leap 

forward,  if  I  have  accepted  the  task-,  it  is  because  I  believe  thai  Europe  can 
make  substantial  progress. 

'I  hi-    French    hare   tin    impression    that   thiir  partners  do  not  wish   to  see  an 

Independent  Europe.  The  Americans  control  whole  sectors  of  European  activity 
mid  almost  all  advanced  technology,  ho  you  think  that  Europe  can  avoid  being 

totally  absorbed   bu   the   United  States*  Do  you  not  find   this  d  isi/uietinpf 

What    is   disquieting    for   Europe  is   its  lack   of  awareness,   its  lack   of  will  to 

defend  itself:  by  this  I  mean  forging  Its  place  in  the  economy,  the  social  life,  the 
international  life  of  our  time.  Your  wonis  provide  an  excellent  argument  for 


i  <■  Monde",  1 8  August 

I  <■  Monde",  27  August    Mr.   Bidegau  If  the  chairman  of  tlio  committee  for  forolpn 
economic  expansion  of  the  CNPF, 
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greater  European  integration.  What  is  the  situation?  Our  countries,  separated 
into  nation-states,  are  no  longer  capable  of  defending  their  place  in  the  world 
market.  Europe  does  not  make  trips  to  the  moon,  there  are  whole  sectors  where 
its  technology  is  non-existent ;  in  scientific  research  we  are  not  able,  on  our  own, 
to  make  an  effort  comparable  with  those  of  the  United  States  and  the  USSR. 
For  this  reason  alone  we  should  seek  greater  European  integration. 

A    EUKOPEAX    AERONAUTICS    INDUSTRY 

But,  when  it  came  to  choosing  a  fighter  plane,  Belgium,  perhaps  unwillingly, 
supported  its  associates  {Netherlands,  Denmark,  Norway)  and  opted  for  an 
American  plane  rather  than  the  Mirage,  a  French  and  therefore  European  plane. 
This  question  should  be  examined  more  closely.  If,  right  at  the  beginning  of 
this  affair,  concrete  proposals  had  been  made  to  set  up  a  European  aeronautics 
industry  based  on  the  French  model,  I  believe  that  the  affair  would  not  have 
been  doomed  to  failure  from  the  start.  But  the  effort  at  European  level  came 
too  late. 

Would  it  be  possible  to  start  again  later? 

Yes,  certainly,  and  for  this  reason  Belgium  has  set  aside  the  equivalent  of  the 
cost  of  ten  planes3  to  take  such  an  initiative.  The  Netherlands,  yes,  even  the 
Netherlands,  have  done  the  same.  I  think  I  should  add  that  to  create  Europe  it 
is  not  sufficient  simply  to  transplant  to  European  level  the  problems,  the  nation- 
alism, the  autarky  of  the  nation  states.  Our  relationships  with  the  United  States, 
with  Japan,  with  the  eastern  countries  and  the  Third  World  must  be  settled 
first. 

In  the  field  of  defense  it  is  clear,  to  us  at  any  rate,  that  it  is  impossible  to 
organize  our  defense  alone.  We  wish  to  remain  in  the  integrated  system  of 
NATO.  Within  this  system  we  will  advocate  the  strengthening  of  the  Euro- 
group,*  standardization  of  armaments  within  this  group  and  action  by  the 
group  side  by  side  with  what  is  done  at  the  WEU.6 

Not  a  lot  is  done  at  the  WEU. 

No,  but  I  was  told  in  May  that  at  the  level  of  the  WEU  and  the  Eurogroup 
important  decisions  had  been  taken.  My  defense  minister  told  me :  "for  goodness 
sake  tell  the  French  that  if  they  do  not  take  part  they  risk  losing  out  completely 
in  that  field."  8 

But  one  also  gets  the  impression  that  what  is  planned  there  is  not  European 
hut  Atlantic.  Instead  of  the  Eurogroup,  why  not  use  the  armaments  committee 
of  the  WEU  or  some  body  which  could  be  set  up,  but  which  icould  be  truly  Euro- 
pean and  could  work  as  such  with  the  Americans? 

I  know  .  .  .  the  last  proposal  before  the  decision  to  buy  these  planes  was  pre- 
cisely one  to  set  up,  within  the  Nine,  a  European  council  to  study  armaments 
and  put  them  into  production.7  But  the  idea  was  put  forward  too  late. 

Has  Mr.  Giscard  d'Estaing  spoken  to  you  of  this? 

Yes,  Mr.  Giscard  d'Estaing  gave  me  to  understand  this,  Mr.  Chirac  and  Mr. 
Destremau  also.  Later,  I  know,  another  interpretation  was  put  on  this  proposal. 
But  I  state  this  categorically.  Since  the  idea  was  not  followed  up,  I  can  under- 
stand that  it  should  be  played  down,  but  it  was  discussed.  Had  it  come  earlier, 
it  would  have  been  better  received. 

You  say  it  is  impossible  for  Europe  to  defend  itself  alone? 

Yes,  it  is  not  yet  possible. 

Should  it  not  at  least  reserve  the  right,  tltc  intention,  to  have  its  own  defense? 

The  right,  yes.  certainly.  But  this  presupposes  an  European  Political  authority, 
for  it  is  unthinkable  for  the  generals  to  decide  on  European  defense  policy,  it 
is  this  lack  of  European  political  authority  which  led  to  the  failure  of  the  Euro- 
pean array  in  1954. 


3  3.000  million  Belgian  francs,  more  than  300  million  French  francs  (more  than  30 
million  pounds  sterling). 

*  A  NATO  group  without  legal  status  in  which,  since  France  stopped  being  a  full  mem- 
ber of  the  military  organization   (1967),  European  members  of  the  alliance  meet. 

5  The  Western  European  Union,  dormant  since  its  creation  in  1955.  The  Federal  Republic 
of  Germany,  Belgium,  France,  the  United  Kingdom,  Italy,  Luxembourg  and  the  Nether- 
lands are  memli- 

9  An  allusion  to  the  project  of  creating  an  allied  armaments  agencv  ("Le  Monde" 
24  May). 

7  "Le  Monde",  12  June.  To  explain  to  Parliament  why  the  project  was  abandoned,  Mr. 
Tindemans  pointed  out  that  Mr.  Giscard  d'Estaing  (at  the  press  lunch  of  21  May)  had 
rejected  the  idea  of  European  defence. 

65-414—76 5 
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Great  Britain  is  now  a  member  of  the  Community.  But  do  you  think  that  the 
British  have  the  same  concept  of  the  Community  as  their  partners  on  the  con- 
It  Do  they  not  consider  it  not  so  much  as  a  beginning — as  is  stated  in  the 
Treaty  of  Rome — but  as  an  end?  They  joined  to  get  it  over  with  .  .  . 

The  British  tradition  is  to  accept  the  verdict  of  the  people.  I  think  that  with 
time  Great  Britain  will  inevitably  develop  in  the  direction  we  hope.  It  is  only 
now  that  the  British  are  discovering  all  the  contents  of  the  Treaty  of  Koine,  the 
institutions,  the  Parliament,  etc.  A  majority  of  those  in  authority  will  support  a 
more  integrated  Europe.  Great  Britain  is  going  through  great  internal  difficulties. 
Imt  1  am  not  pessimistic  about  its  European  spirit. 

//  will  nevertheless  be  more  difficult  to  build  Europe  with  nine  than  icith  six. 
What  do  you  think  of  the  idea  put  forward  by  Mr.  Brandt  to  allow  European 
countries  which  cannot  keep  up  to  move  towards  integration  at  their  own  pace? 

It  is  unthinkable  to  make  a  distinction  between  full  members  of  the  Com- 
munity and  second-class  members.  Europe  ";i  hi  (arte"  with  integration  in  some 
fields  with  nine,  in  others  with  six  or  with  four,  which  some  people  have  envisaged, 
is  mere  speculation.  However,  the  following  situation  could  arise:  with  the 
Treaties  in  force  between  the  Nine,  some  might  feel  that  they  can  go  further. 
This  is  the  opposite  of  the  theory  put  forward  by  Mr.  Brandt.  This  is  what  hap- 
pened when  certain  members  of  the  Community  linked  their  currencies  in  the 
European  "snake".  Nor  can  we  object  to  some  countries  organizing  themselves  in 
1  his  way  if  they  think  fit. 

THE    TREATIES    WILL    BE    AL'l  I 

Must  a  new  treaty  be  adopted  to  take  over  from  the  Treaty  of  Rom 

I  ask  everyone  this  question.  In  my  view  it  is  inevitable  that  the  Community 
Treaties  will  be  changed  either  by  the  adoption  of  amendments,  or  by  the  con- 
clusion of  an  additional  treaty. 

///  what  fields  do  you  think  that  Europe  should  seek  'Ins,  r  integration: 

In  the  economic  and  monetary  fields — I  am  longing  for  a  solution  to  monetary 
problems  to  be  found  at  European  level — in  the  social,  technological,  scientific 
fields  (in  these  fields  we  are  becoming  second-rate  nations)  and  of  course  in 
energy. 

.\iiil  on  fonign  policy? 

We  cannot  conceive  of  a  European  Union  without  a  common  attitude  on  major 
points  of  foreign  policy  and  defence  policy. 

Is  there  some  other  way  of  achieving  this  than  the  somewhat  empirical  form  of 
cooperation  practised  at  present? 

Yes.  there  is  another  way.  First  you  must  develop  towards  greater  independ- 
ence. Even  though  some  members — the  Irish — are  not  members  of  the  alliance, 
and  some  wish  to  have  nothing  to  do  with  nuclear  defence  and  find  that  the 
American  umbrella  suits  us  perfectly.  It  is  not  easy,  but  it  is  clear  to  me  that  we 

are  developing  towards  a  greater  European  independence,  even  in  defence.  I 

BUppoii   the  famous  Kennedy  formula:  "equal  partnerships"  between  the  United 
St.ites  and  Europe. 

I  loir  can  this  he  OChieVi  df 

Wo  can  go  further  with  integration.  At  present,  in  international  policy,  a  field 
which  is  not  covered  by  the  Treaty  of  Rome,  cooperation  is  on  a  voluntary  basis, 
without  treaty  or  obligation.  European  Union  should  introduce  greater  obliga- 
tions. 

DELEGATION  OF   POWEBfl 

Do  .'/""  believe  that  it  is  possible  to  adopt  a  common  attitude,  for  example  to- 
wards Israel,  by  decisions  taken  by  a  majority? 

At   present   it,  is  not    possible,  but   one  day  a  means  must   be  found   for   Europe 
•  ;ik  with  a  Single  voice. 

in  mini,  dent  nil  de  Qaulle  suggested  selling  up  a  restricted  group  of  European 
states  i"  '/'  tine  major  policies.1  What  does  Belgium  think  of  this? 

I  have  not  yet  consulted  my  count  r.\  men.  hut  it  will  he  difficult  for  a  small 
countrj  t<>  accept  powers  of  decision  being  entrusted  to  a  restricted  number  of 
partners.  I  am  aware  of  the  opposition  to  this  idea  in  the  Netherlands,  in  Ireland 
and  I  know  thai  it  exists  in  Denmark  and  even  in  Italy. 

So  there  is  no  solution. 


Si:  made  to  tin-  British   Ambassador  in    L069   which   jave  rise   t<>   whal    wai 

•••iilrMi  t  he  "Soamea  affair". 
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There  are  formulas  which  have  not  heen  considered.  For  example,  would  a  dele- 
gation of  powers  be  thinkable  or  not?  This  is  a  formula  which  should  be  fully 
thought  out,  on  which  I  cannot  yet  reach  any  conclusion.  I  simply  put  forward 
the  question. 

Does  1980  still  seem  a  realistic  date  for  the  formation  of  a  European  Union 
worthy  of  the  name? 

Complete  European  Union  before  1980  .  .  .  no.  In  spite  of  present  difficulties, 
which  are  great,  much  can  be  done  before  that  date.  It  is  a  question  of  will.  For 
me,  there  is  one  overriding  consideration :  there  must  be  dramatic  progress  in 
the  monetary,  economic  and  also  social  fields.  Europe  must  have  its  own  policy. 
It  must  set  an  example.  I  believe  that  the  basic  element,  the  thing  that  is  holding 
back  economic  recovery,  is  the  lack  of  an  adequate  instrument;  and  that  is 
basically  a  monetary  problem.  Mr.  Giscard  d'Estaing  has  put  forward  ideas  at 
world  level.  But  why  not  take  European  monetary  measures?  I  spoke  of  this  at 
the  last  meeting  of  the  European  Council.  But  we  were  unable  to  examine  the 
matter  fully.  I  asked  Mr.  Giscard  d'Estaing  and  Mr.  Ortoli  to  state  what  their 
views  were  precisely.  They  gave  me  an  answer.  But  I  believe  that  that  is  only  a 
beginning.  The  subject  must  not  be  allowed  to  lapse. 


Friday,  October  31,  1975 
SUMMARY  OF  DISCUSSION 

Plenary  Session  III :  Ought  the  United  States  and  the  European 
Community  To  Seek  To  Bring  About  International  Agreements 
on  Kaw  Materials,  Including  Energy? 

(Working  documents:  Mr.  McCormack,  Mr.  Normanton,  Mr.  Biester, 

Mr.  Houdet)  x 

Mr.  McCormack  felt  that  there  was  little  understanding  of  the 
energy  problem  in  the  United  States.  There  was  a  refusal  to  recognize 
the  seriousness  of  the  situation.  However,  it  was  high  time  to  get  a 
proper  grip  on  the  energy  problem.  It  was  almost  certain  that  by  the 
end  of  this  century  there  would  be  little  or  no  oil  left  and  natural  gas 
reserves  would  also  soon  be  exhausted.  We  would  then  have  to  seek 
other  energy  sources.  Even  if  energy  savings  could  be  achieved,  energy 
consumption  in  the  United  States  would  continue  to  rise. 

Since  solar  energy  and  geothermal  energy  would  not  in  general  be 
of  importance  for  energy  supplies  before  1990,  and  would  still  be 
making  only  a  small  contribution  in  2000,  and  since,  moreover,  it  would 
not  be  before  2000  that  the  first  energy  from  nuclear  fusion  could  be 
produced,  the  inescapable  conclusion  was  that  for  the  rest  of  this 
century  we  would  be  dependent  for  a  very  large  part  of  our  energy 
consumption  on  coal  and  on  energy  obtained  from  nuclear  fission. 

If  this  analysis  was  correct,  it  followed  that  we  should  take  the  fol- 
lowing steps : 

energy  economies  vital 

In  the  first  place,  substantial  economies  would  have  to  be  made  in 
heating  and  air  conditioning  in  buildings,  energy  consumption  for 
transport  and  industrial  consumption.  Moreover,  extraction  of  oil  and 
natural  gas  should  be  stepped  up. 

Despite  environmentalist  objections,  there  was  equally  no  way  of 
avoiding  full-scale  development  of  the  coal  industry.  We  could  not 
afford  to  cut  back  on  the  construction  of  nuclear  power  stations. 
Finally,  research  would  have  to  be  intensified  on  all  promising  new 
forms  of  energy. 

In  view  of  the  enormous  sums  involved,  it  was  of  the  greatest 
importance  for  the  United  States  and  Europe  to  work  closely  together. 

Mr.  Normanton  pointed  out  that  the  European  Community  as  such 
still  had  no  energy  policy.  At  best  one  might  say  that  each  member 
state  had  its  own  energy  policy;  but  it  might  well  be  argued  that  on 
the  whole  there  was  no  energy  policy  at  all.  This  was  not  the  fault  of 
the  European  Parliament,  which  had  indicated  very  clearly  along  what 
lines  a  common  energy  policy  ought  to  be  shaped. 

1  See  p.  65  ff. 
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Since  the  delegations  had  last  met,  the  following  new  developments 
had  taken  place  in  Europe  : 

A  fairly  -harp  fall  in  consumption; 

A  rise  in  prices; 

( )il  stocks  had  become  larger  than  ever : 

A  start  had  been  made  on  bringing  in  North  Sea  oil; 

The  costs  of  extracting  that  oil  had,  however,  risen  astronomically, 
so  much  so  that  even  those  who  had  invested  in  it  were  beginning  to 
get  seriously  worried. 

Mr.  Biester  introduced  his  working  document.  Xow  that  the  devel- 
oping countries  had  gained  their  political  independence,  they  were 
increasingly  putting  demands  for  the  establishment  of  a  new  economic 
order  that  would  guarantee  them,  if  not  economic  autonomy,  at  least 
greater  economic  weight. 

This  new  development  was  facing  the  industrialized  countries  with 
an  entirely  new  situation. 

IMPORTANCE   OF   SPECIAL   r.X.    SESSION 

For  several  years  the  United  States  had  been  keeping  an  eye  on  this 
development  without  exercising  active  influence  on  it.  The  U.N.  Spe- 
cial Session  in  September  1975  was  a  turning  point  in  American  policy ; 
this  was  now  directed  at  actively  promoting  the  increasing  mutual  de- 
pendence of  our  economies,  because  of  an  awareness  that  our  political 
and  economic  system  could  survive  in  the  long  run  only  in  a  framework 
of  ordered  international  relations.  On  this  view,  the  advantages  the  de- 
veloping countries  would  draw  from  implementation  of  the  resolu- 
tion adopted  at  the  close  of  the  U.N.  Seventh  Special  Session  would 
ultimately  benefit  I  lie  industrialized  count  ries  too. 

Specifically,  U.S.  policy  was  aiming  at  secure  supplies  of  raw  mate- 
rials, with  some  guarantees  on  prices  and  international  political 
stability. 

Accordingly,  in  September  this  year  the  United  States  proposed  in 
the  I'.X.  the  creation  of  n  "development  security  facility"  to  stabilize 
incomes  from  the  developing  countries'  exports.  Through  this  mecha- 
nism the  developing  countries  would  be  granted  loans,  and  in  some 
cases  outright  gifts.  Both  would  be  financed  from  the  proceeds  of 
selling  one-sixth  of  the  IMF's  gold. 

The  United  States  further  proposed  the  creation  of  grain  slocks  of 
al  least  30  million  tons. 

Both  these  proposals  were  designed  to  bring  the  participating  coun- 
tries a  minimum  of  economic  security.  At  the  same  time,  t  he  I  nited 
States  -ought  to  accelerate  the  economic  growth  of  the  developing 
count  ries.  for  which  the  American  Government  proposed  the 
following  : 

Expansion  of  the  financial  resources  "!'  the  World  Bank,  and  par- 
ticularly those  of  it-  specialized  body,  the  International  Finance 
( !orpora1  ion : 

The  setting  up  of  an  international  investment  fund  to  promote  pri- 
vate investment  in  the  developing  countries ; 

The  laying  down  of  a  good  conduct  code  for  mult  'mat  ional  concerns ; 

Finally,  the  renewal  and  improvement  of  the  product  agreements 
for  i  in.  coffee,  cocoa,  and  sugar. 
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THE   THIRD   AND   FOURTH   WORLDS 


The  industrial  countries  could  not  survive  if  the  flow  of  raw  mate- 
rials from  the  developing  countries  was  interrupted,  and  for  its  part 
the  Third  World  could  not  grow  and  the  Fourth  World  could  not 
live,  unless  reasonable  prices  were  paid. 

On  product  agreements  there  were  unfavorable  experiences  with 
cartels.  In  fact,  what  was  needed  was  joint  consultation  to  find  a  solu- 
tion that  would  guarantee  the  raw  material  exporting  countries  a 
reasonable  price  for  their  export  products,  and  give  consumer  coun- 
tries some  security  of  supply. 

Mr.  Biester  called  the  Soviet  Union's  negative  attitude  at  the  U.N. 
Seventh  Special  Session  remarkable.  Their  position  was  apparently 
that  they  had  not  caused  the  problem,  and  that  they  therefore  need  do 
nothing  about  it. 

Just  as  industrialists  in  our  countries  had  discovered  less  than  a 
century  ago  that  it  was  not  in  their  own  interests  to  pay  the  workers 
low  wages,  so  the  industrial  countries  had  now  to  understand  that  it 
was  in  their  enlightened  self-interest  to  offer  the  developing  countries 
reasonable  prices  for  their  export  products. 

Mr.  Houdet  also  stressed,  in  his  document,  the  interest  of  all  parties 
councerned  in  establishing  a  new  international  economic  order.  Free 
trade,  the  free  movement  of  capital  and  freedom  of  establishment 
were  certainly  an  important  economic  good  but  these  freedoms  would 
exacerbate  inequality  if  international  trading  partners  were  at  too 
different  stages  of  economic  development.  Relations  between  the  Third 
World  and  "the  North'?  should  therefore  not  be  based  on  complete 
reciprocity.  That  was  why  the  European  Community  had  deliberately 
not  applied  that  principle  in  the  Convention  of  Lome. 

An  uninterrupted  supply  of  raw  materials  was  of  vital  importance 
to  the  industrial  countries.  Security  of  supply  was  endangered  only 
by  export  restrictions,  political  embargoes  and  cartels,  but  also  by  in- 
vestment lags  in  the  raw  materials  industries.  Economic  recovery  was 
likely  to  lead  to  raw  material  shortages. 

FINANCING    RESERVE    SUPPLIES 

Many  of  the  developing  countries'  demands  could  be  regarded  as 
veil  founded:  the  formation  of  buffer  stocks  for  certain  products, 
the  establishment  of  a  common  fund  to  finance  these  stocks,  multi- 
lateral supply  and  offtake  agreements,  stabilization  of  export  revenue 
and  encouragement  of  raw  materials  processing  in  the  developing 
countries  themselves.  On  the  other  hand,  there  must  be  reservations 
on  the -formation  of  cartels  of  raw  materials  producers,  and  also  re- 
garding indexing  of  raw  materials  prices. 

The  financing  of  buffer  stocks  was  a  very  important  point.  The 
European  Community's  view  was  that  the  costs  ouo-ht  to  be  borne  by 
all  the  industrial  countries,  including  the  state-trading  countries,  and 
also  by  other  countries  with  adequate  financial  resources,  notably  the 
oil  producers. 

As  an  instrument,  buffer  storks  were  most  likely  to  succeed  if  ex- 
cessive demands  were  not  made  of  them.  The  chance  for  success  was, 
for  instance,  much  greater  if  they  were  confined  to  smoothing  out 
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fluctuations,  not  keeping  the  price  in  a  predetermined  tunnel  at  all 
cost?. 

The  product  agreements  suffered  from  the  drawback  that  they  did 
not  allow  a  differentiated  approach  according  to  the  needs  of  the 
producing  country.  For  products  produced  in  substantial  quantities  by 
both  rich  and  poor  countries,  preference  ought  therefore  to  be  given 
to  a  system  of  stabilizing  revenue  from  raw  material?  exports,  ad- 
justed to  the  developing  countries  concerned.  Again,  in  those  cases 
where  price  stabilization  was  particularly  difficult,  a  form  of  revenue 
compensation  or  revenue  guarantee  was  preferable. 

RESISTING    NUCLEAR   TOWER 

Mr.  Rosenthal  had  formed  the  impression  from  Mr.  Normanton's 
statements  that  resistance  in  Europe  to  the  construction  of  nuclear 
power  stations  was  declining.  That  was  certainly  not  the  case  in  the 
Ignited  States. 

Mr.  Normanton  pointed  out  that  the  situation  in  Europe  was  dif- 
ferent in  that  nuclear  energy  in  the  member  states  was  government 
controlled  :  governments  were  responsible  for  the  lion's  share  of  invest- 
ments in  the  sector.  In  the  United  Kingdom  alone  public  investment 
in  the  nuclear  sector  had  amounted  to  15.000  million  pounds  sterling. 
The  enormous  sums  at  stake  here  made  close  cooperation  between  the 
United  States  and  the  Community  more  necessary  than  in  any  other 
area. 

Mr.  Findley  asked  whether  Europe  had  advanced  far  in  building 
tidal  power  stations. 

Mi\  IToudet  answered  that  technically  very  satisfactory  results  had 
been  achieved  with  this  form  of  energy  production,  but  vields  re- 
mained modest.  Moreover,  obvious  geographical  reasons  limited  its 
application. 

ENERGY   CONSERVATION   LAGGING 

Mi-.  Leonard]  was  very  skeptical  regarding  the  practical  value  of 
the  diagrams  in  Mr.  McOormack's  working  document.  Extrapolations 
like  that  did  not  mean  very  much. 

None  of  our  countries  had  so  far  made  a  serious  attempt  to  get  broad 
Sections  of  the  population  to  cooperate  in  an  energy  -a vino-  policy. 

Improved  cooperation  between  North  and  South  should  introduce 
a  period  of  rapid  economic  growth. 

Mr.  Scott-Hopkins  found  it  not  entirely  clear  what  energy  policy 
the  American  Government  now  wished  to  follow.  On  the  one  hand,  if 
Mr.  McCormack's  figures  were  to  be  believed,  the  United  States  could 
nol  manage  without  nuclear  power,  but  on  the  other  hand  there  was 
an  obvious  reluctance  to  build  up  a  full  nuclear  indust  ry. 

Mr.  Stephens  answered  that  the  United  States  did  not.  really  have 
an  energy  policy.  There  was  agreement  only  on  the  urgent  need  to  ex- 
pand t  lie  sources  of  energy  supplies. 

(I  RB]  \<;    CON81   M  10 

Mr.  Gibbons  fell  it  was  going  too  far  to  Bay  that  the  United  States 
had  no  energy  policy,  although  admittedly  no  Berious  efforl  bad  yet 
been  made  to  put  a  brake  on  consumption. 
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In  Mr.  Hy an's  view,  uncertainty  regarding  nuclear  energy  was  con- 
nected above  all  with  the  problem  of  storing  nuclear  waste.  This  was 
a  much  graver  problem  than  that  of  possible  nuclear  accidents.  Con- 
tainers for  nuclear  waste  had  a  lifetime  of  at  most  half  that  of  the 
radioactive  waste.  In  California  there  was  an  additional  special  prob- 
lem, namely  earthquakes.  Taken  together,  these  difficulties  explained 
the  American  people's  reluctance  to  emphasize  nuclear  power  to  supply 
their  energy  needs. 

If  we  were  serious  about  saving  energy,  we  would  have  to  insure 
that  energy  was  not  sold  too  cheaply.  Cheap  energy  was  one  of  the 
things  that  determined  our  life  styles;  in  the  United  States,  for  in- 
stance, commuter  traffic  would  have  developed  along  very  different 
lines  if  energy  had  not  been  so  cheap  for  so  long.  There  was  enormous 
wastage  of  energy  everywhere  in  the  United  States  at  the  moment. 


PAPERS 

UNITED  STATES  ENERGY  POLICY 

Paper  by  Mr.  McCormack 

Mr.  McCormack  presented  the  following  tables  which  constituted  his  docu- 
mentary presentation.  His  explanation  of  these  materials  is  contained  in  the  sum- 
mary on  p.  ."»!). 

ENERGY  RESEARCH  AND  DEVELOPMENT  ADMINISTRATION 

(In  millions  of  dollars] 


Fiscal  year  1976 


Fiscal  year    

1975       Administra-    Subcommittee 
(estimated)       tion  request  increase 


Total 
proposed 


241.4 


48.0 


143.7 


I.  Results  of  action  taken  by  Subcommittee  on  Energy 

Research,  Development,  and  Demonstration  (obli- 
gations). 
Solarenergy. 38  70.3 

Heating  and  cooling 26.0 

Solar  thermal 13.2 

Photovoltaic 12.8 

Wind. 11.5 

Bioconversion 3. 6 

Ocean  thermal 3.  2 

Other 0 

Geothermal  energy. 23  23.0 

Energy  conservation  (transmission,  storage,  ad- 
vanced transportation,  end  use,  improved 
conversion  efficiency) ..  25  41.0 

Materials  research  and  molecular  science. 83  94.0 

Nonnuclear  environment  and  safety 241.5 

Scientific  and  technical  training 

Total 469.8 

II.  Additional   recommendation   of   Congressman   Mike 

McCormack    (expenditures):     Fusion    (magnetic 

confinement) 105  144.0 


14.4 

40.4 

15.3 

28.5 

16.7 

29.5 

6.6 

18.1 

2.9 

6.5 

8.0 

11.2 

9.5 

9.5 

33.0 

56.0 

94.0 

135.0 

20.0 

114.0 

16.0 

257.5 

5.0 

5.0 

711.2 


192.0 
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ANNUAL  GROWTH    (%) : 
GNP   AND  TOTAL  U.S.  ENERGY  INPUT 


THE  RELATIONSHIP  BETWEEN  GNP  DEVIATION 
FROM  TREND  AND  UNEMPLOYMENT 


%  Deviation  from  Trend 


%  Unemployed 
8 


1950 


1955 


1960     1965 
YEARS 


1970 
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Exhibit  1 
COMPARATIVE  POWER  GENERATION  COSTS 


BASIS 


1985  COMPLETION-AVERAGE  COST  FOR  1st  10  YEARS 

157.  FIXED  CHARGE  RATE  AND    70%  PLANT  FACTOR 

57.  ESCALATION  FOR  FUEL  AND  O&M;  7.57.  ESCALATION  ON  CAPITAL 


OIL-FIRED 
3i700MWE 


COAL  FIRED 
3x700MWE 


NUCLEAR 
2illOOMWE 


S520/KW 


S12/BBL  in  1974 


S805/KW 


S1.00/MMBTU 
IN  1974 


S950/KW 


34 


14* 


20 


40 


MILLS/KWH 
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INCLUDES  6  MILLS/KWH 
FOR  S02  CLEANUP 


J  PLANT  CAPITAL 
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by   Ken  Davis,    Vice   President   of   Bechcel    P   - 


G9 

What  Aee  the  Lessons  To  Be  Learned? 

1.  In  spite  of  successful  conservation  programs,  total  U.S.  consumption  of  en- 
ergy will  increase  for  the  balance  of  the  century. 

2.  We  are  running  out  of  petroleum  and  natural  gas. 

3.  We  must  rely  on  coal  and  nuclear  fission  for  a  large  portion  of  our  energy 
for  the  balance  of  this  century- 

4.  Solar  and  geothermal  energy  will  have  no  significant  impact  on  total  energy 
production  before  1990,  and  will  make  only  a  small  contribution  by  the  year  2000. 

5.  The  first  economic  nuclear  fusion  electric  energy  will  not  be  on  the  line  before 
the  year  2000. 

What  Must  We  Do? 

1.  Conserve  in  heating  and  cooling  buildings,  in  transportation,  and  in  indus- 
trial processes. 

2.  Undertake  aggressive  programs  of  exploration,  drilling,  and  development  for 
petroleum  and  natural  gas. 

3.  Develop  our  coal  industry  as  rapidly  as  possible,  in  spite  of  the  environmen- 
tal and  production  costs  involved. 

4.  Remove  all  unnecessary  obstacles  from  and  provide  funding  for  the  construc- 
tion of  nuclear  powerplants. 

5.  Institute  aggressive  programs  of  research  and  development  in  all  energy- 
related  areas. 


THE  ENERGY  POLICY  OF  THE  EUROPEAN  PARLIAMENT 
Paper  by  Mr.  Normanton 

I.  Introduction 

1.  In  1973  the  European  Economic  Community  was  dependent  on  imports  for 
63  percent  of  its  energy  requirements.  In  this  respect  it  compared  very  unfavour- 
ably with  the  United  States  with  its  90  percent  self-sufficiency  in  energy.  Since 
the  autumn  of  1973,  the  European  Community  has  had  to  reconsider  its  energy 
policies  in  the  light  of  the  increased  energy  prices  and  possible  insecurity  of 
supply.  The  European  Parliament,  and  particularly  its  Committee  on  Energy, 
Research  and  Technology,  has  consistently  supported  the  actions  of  the  Com- 
mission of  the  European  Communities  and,  in  certain  cases,  taken  the  initiative, 
in  the  formulation  of  a  new  energy  policy  strategy  which  would  guarantee 
greater  security  of  supply.  The  keystone  of  this  policy  is  the  development  of 
the  European  Community's  indigenous  sources  of  energy. 

2.  The  exploitation  of  indigenous  sources  of  energy — coal,  natural  gas  and 
particularly  off-shore  oil  and  nuclear  energy — requires  very  heavy  investment 
in  research,  as  well  as  in  power  stations  for  nuclear  energy  and  extraction  facili- 
ties for  off-shore  oil.  It  is,  consequently,  vital  for  Europe  to  guarantee  such 
substantial  investment  against  a  possible  fall  in  oil  prices.  Some  form  of  mini- 
mum safeguard  price,  which  would  protect  investment  without  unduly  reducing 
the  competitivity  of  European  industry,  must  be  considered  seriously. 

II.  The  European  Community  and  the  International  Energy  Agency 

3.  Eight  of  the  nine  Member  States  of  the  European  Community  are  also  mem- 
bers of  the  International  Energy  Agency  set  up  by  the  OECD.  The  European 
Parliament  recognises  the  value  of  the  International  Energy  Agency's  work. 
Nevertheless,  the  draftsman  feels  that  the  IEA  is  complementary  to,  and  not 
a  replacement  for,  concerted  effort  by  the  European  Community  in  the  field  of 
(i)  relations  with  energy  producing  countries,  and  (ii)  actions  to  be  taken  to 
ensure  an  equitable  distribution  of  energy  in  the  event  of  renewed  supply  diffi- 
culties. It  is  highly  regrettable  that  the  Member  States  of  the  European  Com- 
munity have  not  yet  developed  a  real  common  energy  policy. 

III.  Energy  Policy 

4.  The  European  Parliament  believes  that  the  Commission's  objective  of  limit- 
ing to  approximately  40  percent  by  1985  the  degree  of  Community  depend- 
ence on  imported  energy  can  only  be  achieved  if  serious  and  concerted  efforts  are 
made  by  the  Member  States.  It  regrets,  however,  the  apparent  apathy  with  regard 
to  energy  questions  which  at  present  characterises  the  policies  of  many  Member 
Governments. 

5.  If  Europe  is  to  reduce  its  dependence  on  imported  energy,  electricity  should 
account  for  some  35  percent  of  the  Community's  energy  consumption  by  19S5 
(compared  with  25  percent  in  1972).  While  encouraging  the  increased  consump- 
tion of  electricity,  the  European  Parliament  would  strongly  oppose  the  construc- 
tion of  new  oil  burning  power  stations.  It  similarly  believes  that  natural  gas 
could  be  utilised  more  economically  for  domestic  and  industrial  purposes  than 
for  the  generation  of  electricity.  While  maximum  use  should  be  made  of  coal  in 
thermal  power  stations  there  is,  nevertheless,  no  alternative  to  the  greatly  in- 
creased utilisation  of  nuclear  energy  for  electricity  production.  This  implies 
large-scale  investment  in  nuclear  power  stations,  particularly  power  stations 
of  1,000-1,500  MWe  which  could  produce  electricity  more  economically  than 
smaller  generating  plants. 

6.  The  large-scale  use  of  nuclear  power  implies  a  secure  source  of  nuclear  fuel 
and,  more  particularly,  of  enriched  uranium.  The  United  States  is  Europe's  most 
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important  supplier  of  nuclear  fuel.  Any  interruption  in  the  supply  of  fissionable 
material  would  have  grave  consequences  for  European  energy  production. 

7.  Partly  as  a  result  of  its  dependence  on  imported  nuclear  fuels,  the  European 
Community  is  at  present  engaged  in  major  research  in  the  held  of  thermo- 
nuclear fusion.  With  the  Joint  European  Torus,  the  European  Community  will  be 
in  the  forefront  of  research  in  this  held. 

8.  The  European  Parliament  has  consistently  stressed  the  importance  of  de- 
veloping the  Community's  hydrocarbon  resources  of  which  off -shore  oil  and 
natural  gas  are  l>y  far  the  most  important.  Though  a   barrel  of  oil  from  the 

and  stormy  waters  of  the  North  Sea  could  cost  up  to  to  a  hundred  times 
more  to  produce  than  a  similar  quantity  of  oil  from  the  deserts  of  the  Middle  East 
or  North  Africa,  the  European  Parliament  believes  that  the  necessary  capital 
must  be  made  available  for  investment  in  this  secure  source  of  hydrocarbons. 

'.».  Both  Europe  and  the  United  States  have  highly  developed  industrial  econ- 
omies, and  both  are  major  consumers  of  energy.  But  while  the  United  States 
could  feasibly  become  self-sufficient  in  energy  during  the  next  decade,  the  most 
optimistic  Europeans  cannot  hope  for  more  than  (><>  percent  energy  self- 
sufficiency.  Nevertheless,  both  Europe  and  the  United  states  would  benefit  from 
guaranteed  prices  to  safeguard  investment  in  energy,  and  both  would  benefit 
from  a  common  stand  by  consumers  in  the  event  of  excessive  price  increases  by 
tbe  oil  producing  nations.  In  the  tield  of  research  there  are  considerable  oppor- 
tunities for  cooperation  between  Europe  and  the  United  States,  which  could 
bring  about  a  desirable  strengthening  of  existing  trans- Atlantic  links. 


THE  SEVENTH  SPECIAL  SESSION  OF  THE  UNITED  NATIONS  GENERAL 

ASSEMBLY 

Paper  by  Mr.  Biester 

At  the  time  we  meet  the  United  States  and  the  developed  world  find  it  difficult 
to  sustain  their  economic  standards  and  growth.  No  longer  can  industrialized 
countries  solve  on  their  own  the  economic  issues  they  periodically  must  face. 

As  a  consequence  of  the  abandonment  of  political  colonialism  by  European 
powers,  industrialized  nations  can  no  longer  depend,  in  every  case,  upon  guar- 
anteed availability  of  raw  materials  at  manipulated  low  prices.  Secondly,  a  new 
unity  among  developing  nations  has  manifested  itself  in  new  and  substantial 
demands  for  change  in  the  international  economic  order.  As  a  result,  the  de- 
veloped world  finds  itself  in  a  situation  vastly  different  from  that  which  existed 
a  decade  ago,  or  a  generation  ago. 

BALAXCE    OF    POWER 

United  States  foreign  policy  has  been  primarily  based  upon  a  balance  of 
power.  We  have  sought  to  secure  our  position  through  expanded  relations  with 
China,  detente  with  the  Soviet  Union,  and  an  intermediary  role  in  the  Middle 
East.  Our  policy  of  continued  concentration  on  East-West  confrontation  has  ex- 
cluded a  clearer  perception  of  the  growing  North-South  polarization  and  has 
been  very  costly  in  both  political  and  economic  terms.  The  United  States  has 
passed  in  the  last  decade  from  the  United  Nations'  most  influential  member 
to  a  position  of  political  isolation  as  it  confronts  a  very  large  proportion  of  the 
Third  World  bloc  over  a  long  agenda  of  contemporary  issues.  Though  we  have 
unflinchingly  committed  ourselves  to  massive  regional  undertakings  in  the  past 
thirty  years,  we  have  continually  hesitated  to  move  in  the  one  area  that  would 
start  us  down  the  road  to  improved  Long-range  political  and  economic  security  : 
the  active  promotion  of  global  interdependence. 

Until  now  the  United  States  has  recognized  a  growing  interconnection  between 
the  various  economies  of  the  world  and  even  supported  some  efforts  at  regional 
cooperation.  However,  until  recently,  we  have  done  little  to  involve  ourselves 
directly  in  this  process.  The  Seventh  Special  Session  of  the  United  Nations  Gen- 
eral Assembly  saw  the  United  States  move  from  passive  acceptance  of  economic 
interdependence  to  active  promotion  of  it.  Like  all  new  endeavors,  this  course 
of  action  holds  many  risks ;  yet  the  potential  for  international  security  is  un- 
paralleled by  any  other  recourse. 

DOUBLE    IXTERDEPEXDEXCE 

New  realities,  and  our  perceptions  of  them,  should  be  making  Americans 
increasingly  aware  of  interdependence  in  its  two  different  aspects.  One  is  the 
interdependence  of  nations,  even  superpowers,  to  rely  to  some  extent  on  other 
nations  for  essential  ingredients  in  their  economies,  living  standards,  or  security. 
The  other  is  the  complex  interaction  among  the  issues  of  population,  environ- 
ment, economic  growth  and  development.  A  problem  in  one  sphere  aggravates 
problems  in  the  others. 

Both  aspects  of  interdependence  will  impose  new  requirements  on  individual 
nations  as  well  as  on  the  international  community.  These  in  turn  will  require 
adjustments  in  the  working  of  national  institutions  and  in  the  life  styles  of 
ordinary  citizens. 

The  United  States  has  the  choice  of  helping  to  bring  all  the  peoples  of  the 
world  into  a  more  equitable  and  cooperative  political  and  economic  order  or  con- 
tinuing a  policy  of  imagined  hegemony.  The  key  involves  recognition  of  the  fact 
that  the  health  of  each  of  our  political  and  economic  institutions  depends  upon 
the  health  of  the  international  system.  It  is  my  conviction  that  a  world  which 
has  freed  itself  from  political  and  economic  chauvinism  and  established  insti- 
tutions which  serve  to  facilitate  communication,  cooperation  and  compromise 
will  find  the  capacity  to  solve  international  crises  when  they  arise. 
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The  American  proposal  to  the  Seventh  Special  Session  proposes  to  bring  a 
more  equitable  system  of  crisis  management  into  existence.  It  should  be  viewed 
as  a  broad  and  far  reaching  proposal  which  attempts  to  expand  and  even  to  re- 
distribute access  to  the  world's  resources,  capital  and  technology.  Unanimous 
acceptance  of  the  final  resolution  of  the  Special  Session  should  indicate  a  uni- 
versal view  which  advocates  direct  benefits  for  the  developing  world.  The  strength 
that  these  nations  accrue  as  a  result  will  in  turn  benefit  industrial  nations. 

United  States'  interests  in  this  area  are  fundamental.  We  seek  to  insure  a 
constant  and  ample  supply  of  raw  materials,  to  insure  import  price  security, 
and  to  promote  political  stability  on  an  international  scale.  The  interests  of  devel- 
oping nations  are  equally  fundamental:  to  insure  economic  stability  on  an  In- 
ternationa] level  and  to  promote  national  economic  growth.  The  United  States  and 
Europe  are  in  a  decisive  position  to  influence  the  fulfillment  of  both  orientations. 
Our  response  will  determine  the  extent  of  risk  involved  and  is  crucial  to  our  politi- 
cal and  economic  security. 

INSURING    ECONOMIC    SECURITY 

The  American  proposal  rests  on  the  premise  that  economic  security  is  the 
i pon  which  growth  will  survive.  Stability  is  the  minimum  requirement  of  an 
effective  strategy  for  development.  To  this  end.  three  factors  are  accurately 
perceived  as  those  which  hold  the  key  to  equilibrium.  The  non-inflationary  eco- 
nomic expansion  of  industrial  nations,  the  consistent  supply  of  vital  products 
at  an  equitable  price,  and  the  stability  and  growth  of  export  earnings  within  de- 
veloping nations  are  all  vital  to  international  economic  security. 

To  accomplish  these  goals  the  United  States  proposes  creation  of  a  new  "devel- 
opment security  facility",  the  purpose  of  which  will  be  to  stabilize  over-all  export 
earnings.  The  facility  would  give  loans  to  individual  nations  of  up  to  $2.5  billion 
and  more  each  year  to  sustain  development  programs  in  the  face  of  export  fluc- 
tuations. The  poorest  nations  would  be  able  to  convert  their  loans  into  grants 
under  prescribed  conditions. 

Development  security  could  provide  unprecedented  protection  against  disrup- 
tions caused  by  reductions  in  earnings  both  for  countries  whose  exports  consist 
of  a  few  commodities  and  for  those  with  diversified  and  manufactured  exports 
whose  earnings  also  fluctuate  with  business  cycles. 

Creation  of  this  security  facility  rests  with  the  sale  of  $10  billion  in  gold  re- 
serves and  will  depend  upon  the  role  of  gold  in  the  international  monetary  sys- 
tem. A  floating  exchange  rate  lias  worked  rather  predictably  for  all  participants 
during  a  period  of  economic  crisis.  The  Jamaican  meeting  of  the  World  Bank 
Group  in  January  will  determine  the  structure  of  global  monetary  reform  and  the 
feasibility  of  this  $10  billion  sale.  Our  inability  as  nations  to  arrive  at  flexible 
economic  cooperation  will  deter  the  course  of  equitable  reform  and  undermine 
economic  security,  not  only  for  developing  stales  but  for  ourselves  as  well.  The 
final  joint  resolution  of  the  Special  Session  calls  for  a  reduction  in  the  role  of  na- 
tional reserve  currencies  and  creation  of  special  drawing  rights  which  would 
become  "the  central  reserve  asset  of  international  control  over  the  creation 
and  equitable  distribution  of  Liquidity  and  limit  potential  losses  as  a  consequence 
Of  exchange  rate  fluctuations." 

MINIMAL    RISKS     I\\OI\i:i> 

For  the  industrial  world  the  risks  involved  in  creating  a  development  security 
facility  are  relatively  minimal.  With  money  to  finance  the  program  coming  from 
the  International  .Monetary  Fund  our  benefits  will  wiry  only  with  the  policy  of 
allotment.  With  a  maximum  of  $10  billion  in  outstanding  loans,  the  earnings 
short  falls  of  all  L00-Odd  nat  ions  who  qualify  for  such  loans  or  grants  might  not  be 
met  in  a  particularly  severe  economic  pineli.  In  such  a  situation  the  lending  pol- 
ice becomes  decisive  to  the  goals  attained,  or  missed. 

Though  this  facility  must  be  created  within  the  international  order  iiiimy 
of  the   proposals   of   the    Special    Session    will    require   legislative   approval.    The 

United  States  Congress  will  consider,  and  hopefully  pass,  Increased  authorizations 
for  the  International  Finance  Corporation  as  well  as  the  international  Monetary 
Fund  Itself.  We  in  the  House  of  Representatives  will  vote  in  early  November 
on  a  $20  million  membership  contribution  to  the  African  Development  Fund  and 
h  $6  billion  expansion  of  the  inter  American  Development  Bank.  Replenishment 
of  the  Asian  Development  Bank  will  come  up  for  consideration  next  year, 
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Assured  access  to  capital  markets  for  developing  nations  should  be  the  shared 
responsibility  of  the  members  of  the  world  economic  community.  We  must  move 
rapidly,  in  the  creation  of  an  international  forum  which  will  have  the  effect  of 
bringing  together  the  borrowers  of  the  Third  World  with  the  lenders  of  the  indus- 
trial world. 

The  United  States  and  other  developed  nations  can  maximize  their  economic 
advantage  by  allotting  the  predominant  share  of  this  aid  to  nations  holding 
sought-after  commodities,  thereby  stabilizing  the  export  flow  of  those  countries 
and  meeting  their  own  import  demands.  Such  an  inequitable  apportionment  would 
have  the  effect  of  aiding  those  countries  who,  in  the  third  and  fourth  worlds, 
needs  it  least.  It  would  prompt  only  marginal  expansion  of  the  international 
economic  system,  give  little  consideration  to  those  long  range  import  needs  which 
might  only  be  met  by  nations  not  receiving  benefits,  and  ignore  the  humanitarian 
goals  of  the  proposal. 

HUMAN    SECURITY    NEEDS 

Beyond  the  problem  of  economic  infra-structure  lies  the  question  of  human 
security.  For  hundreds  of  millions  of  people  food  security  is  the  single  most 
critical  need  in  their  lives.  Traditionally,  food  security  has  been  approached 
on  the  level  of  emergency  relief  to  deal  with  crop  failures,  natural  disasters  and 
pockets  of  famine.  This  approach  has  never  been  adequate.  An  effective  solution 
requires  reasonable  stability  in  the  availability  of  food  in  commercial  markets 
so  that  harvest  failures  in  some  parts  of  the  world  will  not  make  food  impossibly 
expensive  elsewhere. 

The  United  States  has  proposed  the  creation  of  a  grain  reserve  with  a  minimum 
stock  of  30  million  tons  of  wheat,  rice,  and  similar  coarse  grains.  Full  participants 
in  the  system  would  receive  assured  access  to  supplies  with  special  assistance 
given  to  developing  countries  who  participate. 

This  grain  reserve  is  potentially  critical  to  the  needs  of  developing  countries 
though  it  is  important  to  industrial  nations  as  well.  Grain  allocation  should  not 
be  subject  to  political  consideration,  though  placement  could  be  made  to  maximize 
the  economic  or  political  advantage  of  the  industrial  world.  Such  discriminatory 
allocation  might  prove  advantageous  in  the  short  run,  but  responsible  policy 
that  takes  a  far-sighted  approach  will  consider  the  implications  of  equitable 
allocation  to  be  more  in  keeping  with  economic  and  political  security. 

Aside  from  the  formation  of  grain  reserves  the  United  States  Congress 
has  taken  important  action  to  insure  greater  human  security  within  developing 
nations.  The  International  Development  Assistance  and  Food  Act  of  1975  passed 
by  the  House  contains  the  authorization  for  a  U.S.  contribution  to  the  Interna- 
tional Fund  for  Agricultural  Development,  a  doubling  of  U.S.  bilateral  agri- 
cultural assistance,  intermediate  technology,  energy  and  health  assistance  and 
expanded  technical  assistance  and  research  in  the  agricultural  field  by  our 
universities. 

ACCELERATING   ECONOMIC    GROWTH 

It  is  not  enough  to  insure  the  minimal  economic  security  of  the  developing 
countries.  Development  is  a  process  of  growth,  of  acceleration,  of  greater  produc- 
tivity, higher  living  standards  and  social  change.  This  is  a  process  requiring  the 
infusion  of  capital,  technology,  and  managerial  skills  on  a  massive  scale. 

To  accomplish  the  goal  of  capital  development  the  United  States  has  proposed 
major  expansion  of  the  resources  of  the  World  Bank's  International  Finance 
Corporation.  The  IFC  is  the  investment  banker  with  the  broadest  experience 
in  supporting  private  enterprise  in  developing  countries.  This  agency  would 
provide  developing  countries  better  access  to  capital  markets,  matching  sources 
of  finance  with  investment  needs. 

NEW    INVESTMENT    TRUST 

Our  Congress  will  consider  creation  of  an  International  Investment  Trust 
with  assets  of  $200  million  to  prompt  private  investment.  The  Trust  will  serve 
as  insurance  against  financial  loss  and  be  designed  to  attract  new  capital  by 
offering  investors  an  opportunity  to  participate  in  a  managed  selection  of 
investments  in  developing  country  firms — public,  private  and  mixed. 

In  the  area  of  technology,  we  have  invited  other  nations  to  join  us  in  bi-lateral 
support  for  training  and  technical  assistance  to  help  developing  countries  find  and 
exploit  new  sources  of  fossil  fuel  and  other  forms  of  energy.  We  will  also  seek 
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methods  for  using  less  accessible  and  low-grade  resources  including  solar  and 
geotherma]  power. 

Creation  of  an  Independent  Technical  Information  Bank,  an  International 
Center  for  the  Exchange  of  Technical  Information  and  an  international  Energy 
Institute  will  be  left  up  to  the  international  community.  A  global  forum  must  be 
developed  in  these  area-. 

We  seek  to  promote  technical  innovation  in  food  production  and  improvement 
of  nutrition,  expanding  academic  assistance  and  research  in  the  agricultural 
held. 

The  export  earnings  of  many  of  the  poorest  countries — and  the  livelihood  of 
millions  of  their  people — depend  on  such  products  as  timber,  jute,  cotton,  and 
natural  rubber.  These  nations  will  he  given  urgently  needed  assistance  to  improve 
the  productivity  and  competitiveness  of  these  products  and  to  diversify  their 
economies.  The  ultimate  goal  is  the  broad  promotion  of  industrialization  beyond 
rategic  sector. 

BOLE   OF    MULTINATIONALS 

Multinational  corporations  have  been  important  instruments  of  modernization 
in  developing  countries.  There  is  often  no  substitute  for  their  ability  to  marshal 
ii.  management,  skills,  technology  and  initiative.  Yet.  standards  of  conduct 
must  he  established  regulating  the  actions  of  transnational  corporations.  The 
twenty-four  members  of  the  Organization  of  Economic  Cooperation  and  Develop- 
ment took  a  step  in  this  direction  by  drafting  a  code  which  calls  on  multi- 
national companies  to  provide  more  information  about  themselves  and  avoid 
practices  that  would  concentrate  their  economic  power.  We  should  affirm  that 
enterprises  act  in  full  accordance  with  the  sovereignty  of  host  governments  and 
take  full  account  of  their  internal  policies.  Governments  and  enterprises  must 
respect  the  contractual  obligations  which  they  freely  undertake.  Contracts 
should  be  aegotiated  openly,  fairly,  and  with  full  knowledge  of  their  implications, 
and  firms  should  not  transfer  operations  from  one  branch  to  another  because  of 
labor  disputes.  As  the  American  proposal  states,  "greater  assurance  that  con- 
tract- will  he  honored  will  improve  the  international  commercial  environment. 
increase  the  How  of  investment,  and  expand  economic  transactions."  All  nations 
musl  he  represented  in  negotiations  that  will  establish  the  mandatory  guidelines 
iting  these  firms.  The  final  United  Nations  Resolution  calls  for  work  on  such 
a  code  to  bo  undertaken  within  the  United  Nations  Conference  on  Trade  and 
Development.  This  body  together  with  the  Organization  of  Economic  Cooperation 
ami  Development  must  solve  the  problem  through  laws,  regulations  and  their 
enforcement  by  member  governments. 

Finally,  consideration  must  ho  given  to  trade.  For  growing  nations,  trade  is 
perhaps  the  most  important  vehicle  of  development.  As  the  proposal  it-elf 
Ktate8:  "Increased  earnings  from  exports  help  pay  for  both  the  imports  that  are 
essentia]  to  expand  production  and  the  food  for  growing  populations.  These  earn- 
ings reduce  dependence  on  aid.  limit  the  accumulation  of  debt,  and  help  finance 
essential  borrowing."  We  seek  fundamental  structural  improvement  in  the  rela- 
tionship of  developing  countries  to  the  world  trading  system,  improved  opportuni- 
ties for  the  manufacturing  sectors  of  developing  countries,  non-tariff  harriers  to 
the  particular  situation  of  developing  countries,  and  changes  in  the  system  of 
protection  in  the  industrialized  countries  that  favor  the  importation  of  raw  mate- 
rials over  other  goods. 

Industrialized  nations  have  made  a  great  deal  of  progress  in  recent  months  on 
reaching  a  consensus  on  the  list  of  commodities  that  should  enjoy  priority  in 
in t ions  for  stabilization  agreements.  In  the  Congress  we  are  already  pre- 
paring to  consider  new  arrangements  on  tin.  coffee,  cocoa,  and  sugar. 

Safeguards  have  been  built  into  the  framework  of  this  development  prom-am  to 
inline  a  fair  and  equitable  distribution  of  these  benefits  ami  goals.  Vet.  because 
the  industrial  world  ha--  a  relatively  dominant  Influence  within  the  Institutions 
implementing  these  proposals,  there  will  be  a  temptation  to  grant  most  of  the  aid 
to  those  nations  possessing  resources  currentlj  in  highest  demand  despite  the 
relative  need  of  the  other  state<  Involved.  Such  action  would  not  he  in  keeping 
with  the  spirit  of  i  he  proposal  nor  would  it   correspond  with  the  tone  of  the 

Third  World's  demands. 


POTENTIAL   SECURITY 

These  are  lofty  goals  involving  risks  in  their  enforcement  as  well  as  in  their 
neglect. 

Critics  of  the  proposal  call  it  too  conciliatory  and  believe  the  United  States- 
is  -selling  out"  to  Third  World  demands.  They  claim  it  will  result  in  renewed 
inflation,  higher  unemployment,  and  an  over-all  weakening  of  the  United  State? 
economic  position  in  the  world. 

Such  is  not  necessarily  the  case.  Because  the  proposal  relies  heavily  upon 
market-based  criteria,  it  should,  in  fact,  have  the  effect  of  strengthening  the 
United  States  economy.  It  is  a  major  premise  of  the  proposal  that  a  strong  in- 
dustrialized world  economy  can  do  more  than  any  other  single  factor  to  raise 
the  level  of  development  in  Third  World  nations.  Our  increased  exportation  of 
technology  could  give  a  boost  to  our  economy  and  provide  the  United  States 
with  a  stronger  balance  of  payments  position  than  we  have  held  in  recent  years. 
Similar  action  could  have  the  same  beneficial  effect  on  the  European  Community. 

NOT    WEALTH    REDISTRIBUTION 

We  are  not  attempting  to  decrease  our  share  of  the  pie  and  increase  another's. 
On  the  contrary,  we  seek  to  expand  the  whole  pie.  making  everyone's  share  larger. 
The  rate  of  growth  for  developing  nations  may  be  considerably  faster  than  ours 
for  quite  some  time  into  the  future.  Interdependence  may  even  tax  our  standard 
of  living  to  some  extent.  However,  any  change  that  might  result  would  not  com- 
pare to  the  drop  that  would  eventually  occur  were  we  not  to  take  this  action. 
An  attempt  to  avoid  interdependence  would  surely  mean  a  continuation  of 
the  economic  crises  we  have  experienced  during  the  past  two  years,  a  con- 
tinuation of  confrontation  and  the  decline  of  the  entire  international  economic 
order. 

The  proposal  must  be  viewed  for  its  long  range  goals,  and  from  this,  perspec- 
tive its  advantages  by  far  out-weigh  its  disadvantages.  Perhaps  most  impor- 
tantly, it  will  establish  the  machinery  for  communication  and  cooperation 
among  all  participants  in  the  international  economic  community.  By  promot- 
ing interdependence,  we  can  help  it  work  to  our  advantage. 

This  framework  for  cooperation  together  with  expanded  markets  for  our  tech- 
nology, new  areas  of  involvement  for  multinational  corporations,  insured  access 
to  raw  materials — including  coffee,  tin,  rubber,  cocoa,  sugar  and  oil  at  equitable 
prices — and  an  agricultural  security  system  make  maximum  implementation  of 
the  proposal  vital  to  the  United  States'  economic  growth  and  security. 

The  consequences  of  inaction  would  be  politically  and  economically  devastat- 
ing. The  West's  failure  to  react  to  the  substantial  needs  of  the  developing  world 
will  result,  in  even  greater  demands  in  the  area  of  oil.  the  continued  growth  of 
cartels  resulting  in  insufficient  or  over-priced  supplies  of  raw  materials,  and 
price-indexing — the  linking  of  export  prices  to  import  prices,  thereby  disrupt- 
ing the  international  economic  order.  Interdependence  underlies  all  components 
of  the  world  economy.  We  cannot  ignore  the  correlation  between  the  pros- 
perity   of   industrialized    countries    and    the    growth    of    the    developing    world. 


INTERNATIONAL  RAW  MATERIALS  AGREEMENTS 
Paper  by  Mr.  Houdet 

The  relationship  between  the  industrial  and  developing  countries  is  changing 
rapidly.  Political  independence  has  been  followed  by  efforts  to  secure  a  bigger 
say  in  economical  affairs.  The  results  the  OPEC  countries  have  managed  to 
achieve  through  oil  prices  have  made  an  impression  on  the  developing  countries, 
especially  since  the  economic  problems  of  the  third  world  have  in  some  cases 
assumed  almost  dramatic  proportions.  The  developing  countries  with  no  oil 
production  of  their  own  will  this  year  have  a  balance  of  payments  deficit  of 
around  36,000  million  dollars  (as  against  9,000  million  dollars  in  1973).  Their  for- 
eign debt  has  increased  to  120,000  million  dollars.  These  figures  reflect  the  stead- 
ily declining  purchasing  power  of  many  developing  countries.  These  factors 
have  led  in  the  third  world  to  a  change  in  approach  to  development.  The  develop- 
ing countries  no  longer  want  to  ask  the  rich  countries  for  aid  that  cannot  bring 
about  any  permanent  improvement  in  their  position ;  they  demand  negotiations 
on  an  equal  footing. 

For  their  part,  the  industrial  countries  have  realized  since  the  oil  crisis  how 
vulnerable  their  economy  is  and  how  dependent  they,  or  at  least  most  of  them, 
are  on  other  countries  for  their  supplies  of  energy  and  certain  raw  materials. 
There  is  also  increasing  awareness  that  the  prevailing  economic  order  is  bring- 
ing about  tensions  in  relations  between  developing  and  developed  countries  that 
constitute  a  threat  to  world  peace. 

LOME    CONVENTION    CITED 

Free  trade,  free  movement  of  capital  and  freedom  of  establishment  are  cer- 
tainly important  and  desirable  economic  goals.  But  these  freedoms  exacerbate 
inequality  where  there  is  an  excessive  disparity  in  the  economic  develop- 
ment of  international  tradrhg  partners.  Relations  between  the  third  world 
and  'the  North'  can,  therefore  not  be  based  on  complete  reciprocity  of  concessions. 
That  is  why  in  the  Lome  Convention  signed  in  February  1975  between  the  nine 
Member  States  of  the  European  Community  and  46  associated  countries  from 
Africa,  the  Caribbean  and  the  Pacific,  the  European  Community  deliberately 
abandoned  the  principle  of  reciprocity.  Thus,  99%  of  the  ACP  countries'  prod- 
ucts can  be  imported  into  the  Community  free  of  customs  duties  and  charges 
having  equivalent  effect  and  without  quantitative  restrictions.  The  ACP  coun- 
tries nevertheless  remain  free  to  determine  their  commercial  policy  as  regards 
access  for  EEC  products  to  their  markets. 

The  increasing  interdependence  between  the  developing  and  the  industrial 
countries  means  that  it  is  also  in  the  interest  of  the  latter  to  make  every  effort 
to  prevent  political  tensions  building  up  as  a  result  of  the  widening  of  the  gap 
between  the  two  groups.  If  such  efforts  are  to  bear  fruit,  the  economic  relations 
between  the  developing  and  the  industrial  countries  must  be  cast  in  a  different 
mold.  The  European  Community  expressed  its  readiness  for  this  is  the  Lom£ 
Convention : 

"Resolved  to  establish  a  new  model  for  relations  between  developed  and  devel- 
oping states,  compatible  with  the  aspirations  of  the  international  community 
towards  a  more  just  and  more  balanced  economic  order;  *  *  *" 1 

SECURITY   OF    SUPPLY 

A  steady  supply  of  raw  materials  is  of  vital  importance  for  the  industrial 
countries.  It  is  endangered  not  so  much  by  the  threatened  exhaustion  of  our  plan- 
et's raw  materials  reserves,  of  which  there  are  probably  enough  for  the  time 
being.  What  is  more  important  for  security  of  supply  is  that  exploitation  of  the 
reserves  should  proceed  continuously  and  at  an  adequate  level  and  that  world 

1  See  ACP-EEC  Convention  of  Lom€,  p.  13,  last  recital. 
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trade  should  remain  free  from  disruption.  Trade  is  endangered  by  unilateral 
action  such  as  export  restrictions,  political  embargoes  and  cartels.  There  is  dow 
undoubtedly  a  general  awareness  of  this  danger  in  the  West 

There  is,   however,   less  awareness  of  the  fact  that  the  opening  up  of  new 

reserves,  which  have  not  only  to  replace  exhausted  sources  but  also  to  take  up 
i he  increase  in  demand,  is  being  seriously  endangered  by  declining  investments 
in  the  raw  materials  industries.  The  causes  of  this  decline  are  plain  enough  :  few 
of  the  developing  countries  have  either  the  money  or  the  technical  know-how 
needed.  At  the  same  time  enterprises  from  the  industrial  countries  are  either  no 
longer  allowed  in  or  being  frightened  off  by  the  stringent  conditions  of  establish- 
ment and  by  the  risks  involved  in  investment  in  many  developing  countries.  By 
way  "f  illustration,  foreign  investment  American  raw  materials  concerns  fteU 
l>y  209?  in  1!>"L'  1973  in  relation  to  the  average  of  preceding  y€>ars.  When  the 
most  severe  post-war  recession  first  hit  the  industrial  countries,  raw  materials 
stocks  had  reached,  a  very  low  level.  Once  economic  recovery  really  uet<  under 
way.  serious  raw  materials  Shortages  are  like  to  he  felt.2 

That  is  why  the  industrial  countries  cannot  allow  the  present  situation  to 
continue — even  if  the  developing  countries  were  prepared  to  see  this  happen — 
for  they  would  he  the  first  to  suffer.  The  old  times  when  the  governments  in  our 
countries  COUld  leave  private  companies  to  take  sole  care  of  raw  material  supplies 
have  gone  for  good.  By  following  the  call  for  a  "new  international  economic 
order"  we  are  not  therefore  surrendering  to  revolutionary  ideas  hut  attempting 
to  till  a  vacuum  which  has  gradually  arisen  since  the  Second  World  War.  The 
industrial  countries  would  do  well  to  take  the  forthcoming  negotiations  on  a 
new  pattern  of  international  economic  relations  very  seriously. 

In  the  last  18  months  the  subject  of  raw  materials  has  been  discussed  at  a 
great  many  international  conferences:  the  Sixth  Special  Session  of  the  UN  in 
April  P*74 :  the  UN  General  Assembly  before  last:  the  second  UN  General  Con- 
ference on  industrial  development  (UNIDO  in  Lima  in  March  1975)  :  the  prepa- 
ratory conference  in  Paris  in  April  197"> :  a  meeting  of  the  Council  of  Ministers 
of  the  OE<  'I  >  in  May  lbTo  where  economic  relations  with  the  developing  countries 
were  given  close  attention  :  the  conference  of  Ministers  of  Foreign  Affairs  of  the 
non-aligned  countries  in  Lima  in  August  1975;  and  finally  the  IX  Seventh 
Special  Session  on  development  questions  held  in  New  York  from  1  to  lb  Sep- 
tember YM~k  and  the  meeting  of  the  "5  financial  powers"  in  Paris. 

These  consultations  have  given  few  definite  results  but  have  certainly  not  been 
useless.  Standpoints  originally  miles  apart  look  less  irreconcilable  now  thai  the 
industrial  countries  have  seen  the  inadvisability  of  an  open  confrontation  with 
the  Third  World,  and  the  developing  countries  have  abandoned  some  of  the 
extreme  demands  prompted  by  their  fear  of  economic  neo-colonialism.  Recently, 
therefore,  there  has  been  less  talk  of  forming  cartels  of  raw  materials  producers 
and  more  of  raw  materials  agreements.  There  is  a  readiness  to  cooperate,  but 
the  fundamental  differences  of  opinion  have  not  yet  been  settled.  After  the 
Special  Session  of  the  UN  Assembly  we  have  in  fad  gol  no  further  than  accepting 
the  broad  outlines  of  an  agenda  for  discussion,  which  falls  well  short  of  an  action 
programme.  Attention  now  centres  mainly  on  a  possible  conference  on  interna- 
tional economic  cooperation  in  December  of  this  year,  in  which  27  nations 
industrial  countries,  OPEC  countries  and  developing  countries    might  take  part 

(   m;  l  lis    OPPOSED 

In  the  raw  material  sector,  the  developing  countries  are  calling  for  the  forma- 
tion of  International  stocks,  the  establishment  of  a  joint   fund  to  finance  the 
«,  multilateral  supply  and  offtake  obligations,  stabilization  of  export  earn- 
ind  encouragement  of  raw  materials  processing  in  the  developing  countries 
elves.  In  general  these  demands  should  be  approached  positively.  <>n  two 
1 »  > i  1 1 1  — .  however,  the  Industrial  countries  cannot   make  concessions:  cartels  of 
raw  materials  producers  must  be  opposed,  and  the  industrial  countries  must  have 
>inn,.  'ions  on  the  Indexing  of  paw  materials  prices     i.e.  linking  these 

prices  to  those  of  Industrial  goods. 

The  success  of  the  OPEC  cartel  has  made  the  Industrial  countries  afraid  that 

producers  of  other  raw  materials  than  oil  might  combine  and  act  as  a  cartel. 

!'•  5  of  tii.'  "Charter  of  economic  rights  and  duties  of  states"  approved  by 


Deem  i-  rlearh  exnre 1  In  the  communique  i  —  ■*«-€!  after  the  meeting  of  OECD 

1     rallH  Investment  Incentives  in  the  primary  product!  lector 
■  ..f  the  objectivet  of  the  r.nv  material!  negotiations. 
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the  UN  General  Assembly  ambodies  the  right  of  any  country  to  combine  as  a 
raw  materials  producer  with  other  producers  with  a  view  to  developing  its 
economy.  In  recent  years  several  new  cartels  have  been  set  up,  and  existing 
ones  strengthened,  notably  for  bauxite,  iron  ore,  copper,  phosphates,  mercury, 
tin.  timber  and  coffee.  In  some  cases  successes  have  been  achieved :  phosphate 
prices  have  been  tripled  and  Jamaica's  bauxite  income  has  even  been  increased 
six-fold.3 

PROBLEMS    FOR    CARTELS 

But  the  conditions  for  setting  up  cartels  are  not  so  favourable  for  all  raw 
materials  as  they  are  for  oil.  A  high  price  elasticity  of  demand,  and  frequently 
also  of  supply,  and  the  possibility  of  opening  up  alternative  sources  of  supply  are 
often  obstacles  to  the  formation  of  cartels.  Many  primary  products  either  do  not 
have  such  a  strategic  position  as  oil  (coffee,  cocoa,  tea),  or  the  industrial  coun- 
tries themselves  can.  if  necessary,  step  up  their  production  (sugar)  ;  alterna- 
tively, satisfactory  substitutes  may  be  available  (rubber,  various  oils,  jute,  sisal, 
cotton,  fruit). 

But  the  danger  of  cartel  formation  must  not  be  underestimated.  If  demand 
picks  up  again  and  supplies  of  certain  raw  materials  become  short  because  of 
the  investment  lag  mentioned  above,  cartels  will  mushroom.  And  the  developing 
countries  would  not  be  alone  in  these  cartels:  they  certainly  would  be  joined  by 
the  industrial  countries  that  produce  and  export  raw  materials.  Furthermore, 
the  OPEC  countries  may  well  be  able  to  play  a  central  role  as  bankers  in  deter- 
mining the  future  structure  of  raw  materials  trade.  With  their  financial  power 
they  could  lend  decisive  support  to  raw  materials  cartels.  They  could  declare 
their  readiness  to  buy  up  raw  materials  in  periods  of  low  prices  and  thereby 
engage  in  commodity  speculation  behind  the  mask  of  solidarity  with  the  develop- 
ing countries.  It  is  superfluous  to  point  out  in  regard  to  the  developing  countries 
that  cartelization  in  the  raw  materials  sector  carries  with  it  the  danger  of 
provoking  a  reaction  in  the  form  of  cartelization  of  demand,  and  may  cause 
cartel  formation  along  the  whole  business  chain. 

The  effort  to  link  raw  materials  prices  to  those  of  industrial  goods  is  some- 
what less  objectionable  than  cartel  formation.  Nonetheless,  an  objection  in 
principle  to  this  kind  of  indexing  is  that  it  excludes  the  market  mechanism  and 
that,  if  the  price  is  set  too  high,  inefficient  production  is  kept  going  and  marketing 
difficulties  arise. 

Indexing  can  certainly  not  be  equated  with  an  excessive  increase  in  raw 
materials  prices.  What  the  developing  countries  are  demanding  is  an  improve- 
ment of  their  terms  of  trade.  To  that  extent  indexing,  which  by  definition 
means  stabilization  of  the  terms  of  trade,  and,  therefore,  no  improvement.  i< 
rather  a  moderate  demand.  Provided  the  necessary  precautions  are  taken  against 
overproduction,  a  form  of  indexing  may  well  be  acceptable  in  certain  suitable 
cases.  For  instance,  under  the  Lome  Convention  the  European  Community  has 
undertaken  to  pay  a  price  for  sugar  from  the  ACP  countries  which  is  in  practice 
indexed,  since  the  price  guaranteed  to  the  ACT'  countries  is  based  on  the  price 
for  sugar  produced  in  the  Community  :  this  price  is.  of  course,  adjusted  annually. 

PRODUCT   AGREEMENTS 

Product  agreements  are  agreements  between  countries  that  produce  primary 
products  and  countries  that  buy  them.  These  agreements  are  concluded  with  a 
view  -to  stabilizing  the  prices  of  products  in  international  trade.  They  must 
guarantee  remunerative  prices  for  producers  and  fair  prices  to  consumer-.  For 
the  latter,  moreover,  security  of  supply  is  a  central  goal.  Furthermore,  it  is 
important  to  both  parties,  consumers  and  producers,  for  product  agreements  to 
eliminate  sharp  price  fluctuations  and  encourage  the  achievement  of  equilibrium 
in  the  longer  term  between  demand  and  supply. 

A  number  of  objections  in  principle,  as  well  as  practical  reservations,  are 
adducted  against  product  agreements.  It  is  alleged,  unjustly,  that  product 
agreements  mean  a  dangerous  break  with  world  free  trade.  That  depends  entirely 
on  the  technique  used.  Moreover,  the  raw  materials  market  without  product 
agreements  is  anything  but  a  free  market.  The  raw  materials  market   has  been 


'Opinion  of  the  Committee  on  Development  and  Cooperation  for  tho  Committee  mi 
Economic  and  Monetary  Affairs  on  the  communication  from  the  Commission  of  the  Euro- 
pean Communities  to  the  Council  on  tin-  Community's  supplies  of  raw  materials— 
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manipulated  for  a  long  time.  In  the  case  of  cereals,  timber,  wool  and  sugar, 
government  manipulation  of  production  and  marketing  is  a  well-known 
phenomenon,  and  different  prices  in  domestic  and  export  trade  have  always 
been  practised. 

The  raw  material  exporters  are  by  no  means  all  developing  countries.  Fifty- 
five  per  cent  of  world  raw  material  exports  are  from  the  industrial  countries, 
from  the  developing  countries,  and  ~c/c  from  the  eastern  bloc.  That  is  cer- 
tainly a  reason  not  to  conclude  product  agreements  for  all  important  raw  mate- 
rials, but  it  is  insufficient  reason  to  regard  such  agreements  as  inappropriate 
all  along  the  line. 

It  is  a  fact  that  in  the  past  experience  with  product  agreements  has  often  been 
unsatisfactory.  These  agreements  functioned  reasonably  as  long  as  there  were 
no  great  changes  in  demand  or  supply,  that  is.  as  long  as  they  were  not  really 
ed.  If  demand  increased  sharply,  the  producers  usually  no  longer  observed 
the  agreement,  and  if  supply  exceeded  demand,  restrictions  were  in  general  im- 
posed on  exports  by  the  suppliers,  but  not  always  respected.  Buffer  stocks  were 
also  often  too  small,  and  finally,  the  mistake  was  constantly  made  in  the  past  of 
setting  up  product  agreements  with  an  eye  solely  to  the  interests  of  the  producers  ; 
the  consumers  usually  had  no  voice  in  managing  the  agreements.  These  tech- 
nical objections  can.  however,  be  met ;  they  are  not  an  insurmountable  obstacle  to 
product  agreements. 

FEAR  OF   HIGH   PRICES 

In  the  industrial  countries  there  have  always  been  fears  of  the  high  costs  which 
product  agreements  allegedly  involve.  Price  stabilization  need  not  be  linked  with 
a  transfer  of  financial  resources  to  the  producer  countries.  In  practice,  however, 
stabilization  does  lead  to  some  rise  in  prices  since  the  mechanisms  to  prevent  the 
price  going  through  the  ceiling  or  the  floor  are  not  the  same.  A  floor  price  can  be 
defended  by  storage  and  possibly  by  export  restrictions.  A  maximum  price  is  more 
difficult  to  maintain,  since  often  demand  can  scarcely  be  limited.  Experience  (for 
instance  with  the  tin  agreement)  has  shown  that  product  agreements  are  more 
effective  in  containing  downward  fluctuations  than  in  limiting  price  rises. 

But  the  industrial  countries  should  not  let  themselves  be  too  easily  dissuaded 
by  this.  A  reliable  minimum  price  is  of  enormous  importance  to  the  steady  expan- 
sion of  production  capacity  which  must  keep  pace  with  increasing  demand.  And 
the  best  line  of  defense  against  extreme  price  rises  is  still  a  regular  and  long-term 
balance  between  supply  and  demand.  This  is  an  important  argument  for  product 
agreements  and  for  the  thesis  that  these  agreements  can  be  in  the  interests  of  both 
producers  and  consumers.  The  European  Parliament  has  for  years  advocated  the 
application  of  Internationa]  raw  materials  agreements.* 

The  enormous  redistribution  of  incomes  consequent  on  the  oil  price  rise  has 
allowed  thf  belief  to  take  root  that  an  arrangement  covering  several  raw  mate- 
rials would  be  totally  unacceptable  to  the  Importing  countries.  Closer  inspection 
bears  this  out.  Taking  the  five  products  (copper,  lead.  zinc,  cotton  and  wool) 
which  thhe  European  Commission  considers  most  suitable  for  new  product  agm  <■■ 
ments,  and  assuming  an  average  price  rise  of  20$  for  those  products,  this  would 
mean  a  transfer  of  resources  of  1  wo  thousand  million  dollars.  DNCTAD  has  draw  n 
up  a  list  of  is  products,"  but  a  number  of  these  must   be  left  out.  either  because 

agreements  already  exist,  or  because  the  market  is  dominated  to  too  greal  an 

extent  by  substitutes,  or  else  because  tfiat  pari  of  the  market  which  remains  free 
is  not  representative  of  the  whole  market  (  most  inn  and  bauxite  mines,  for  iu- 
stance,  are  owned  by  the  processing  Indusl  ry  I . 

What  is  Important  is  that  (he  DNCTAD  plan  provides  for  an  arrangement  to 

avoid  unlimited  growth  in  buffer  stocks,  which  is  necessary  because  even  a  small 

rise  in  prices  above  the  equilibrium  price  brings  with  it  a  risk  of  structural  sur- 
pluses. Under  the  Corea-plan  buffer  slocks  WOUld  not  be  allowed  to  grOW  unre- 
strictedly. Once  the  maximum  Is  reached,  the  price  Is  thereafter  regulated  simply 
by  restrictions  on  exports  from  t  be  producer  count  ries. 

s\i  \i  i.    BTJDG1  r    i  II  i'  \<  i 

A  third  positive  point   in  the  proposals  for  product  agreements  Is  that  they 

would  have  a    relatively  smaller  impact    on   the  public  budgets  of  the  industrial 


.   inter  alia  1 1  <•■    12  7fi     Report  <>n  the  Community's  overall  mineral  pollcj  regarding 
nmenl  cooperation  policy. 
Wheat,  rice,  maiee,  insrar,  coffee,  cocoa,  tea,  cotton,  jute,  wool,   hard  fibres,  rubber, 
copper,  lead,  /inc.  tin,  bauxite  and  aluminum,  iron  ore. 
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countries.  The  target  percentage  of  1%  of  GNP  for  development  aid  seems  scarcely 
attainable  in  most  of  our  countries.  Reasonable  price  increases  for  raw  materials 
can,  however,  bring  about  a  certain  transfer  of  resources  from  the  rich  countries 
to  the  poor  countries,  without  making  excessively  high  demands  on  the  industrial 
countries'  public  budgets.  Moreover,  it  is  clear  that  'development  aid'  through 
higher  raw  material  prices  is  psychologically  much  more  acceptable  to  the  pro- 
ducer countries  than  direct  aid,  which  might  seem  to  them  like  charity. 

It  has  been  calculated  that  the  formation  of  buffer  stocks  for  the  18  raw 
materials  listed  would  require  an  investment  of  around  10.7  to  13  thousand  mil- 
lion dollars  ;6  this  is,  however,  a  maximum  figure  that  would  only  be  reached 
if  all  18  buffer  stocks  reached  their  peak  simultaneously,  a  situation  which  is 
unlikely  to  arise  in  practice. 

The  financing  of  buffer  stocks  is  an  important  aspect.  The  European  Com- 
munity believes  that  the  costs  should  be  borne  by  all  industrial  countries  includ- 
ing the  state-trading  countries,  as  well  as  by  other  countries  with  adequate 
financial  resources,  i.e.,  mainly  the  oil  producers.  The  IMF,  which  has  already 
made  funds  available  to  tin  and  cocoa  producers  to  form  buffer  stocks,  should 
also  be  able  to  take  part  in  the  financing  arrangements.  This  distribution  of  re- 
sponsibility logically  means  that  the  consumer  countries  must  be  strongly  rep- 
resented on  the  body  administering  the  stocks. 

Product  agreements  may  take  various  forms ;  a  mixed  form  usually  offers  the 
best  prospects.  Export  or  production  quotas  are  one  important  possibility ;  they 
have  been  applied  for  some  time  in  the  case  of  sugar  and  coffee. 

Buffer  stocks  can  function  provided  that  they  are  administered  jointly  by 
all  the  parties  concerned,  and  that  there  is  sufficient  agreement  between  them 
on  the  maximum  and  minimum  price.  A  further  requirement  is  that  the  buffer 
stocks  must  be  big  enough  to  affect  the  market.  Buffer  stocks  have  the  best 
chance  of  succeeding  if  the  demands  made  on  them  are  not  excessive.  For  ex- 
ample, the  likelihood  of  success  is  much  greater  if  they  are  confined  to  damping 
fluctuations  and  not  to  holding  the  price  within  a  predetermined  "tunnel"  at  all 
costs. 

Further  study  should  also  be  made  of  the  possibility  of  introducing  a  system 
of  fixed  minimum  and  maximum  prices  with  levies  paid  by  : 

The  consumers  when  prices  are  below  the  minimum  price  ; 

The  producers  when  they  are  above  the  maximum  price  ; 

Both,  when  they  are  between  the  minimum  and  maximum  prices.7 

This  arrangement  has  the  great  advantage  of  simplicity,  so  that  administrative 
costs  can  be  low.  Moreover,  no  capital  need  be  injected. 

STABILIZATION    OF   EXPORT   EARNINGS 

Product  agreements  have  the  drawback  that  they  do  not  allow  an  approach 
differentiated  according  to  the  needs  of  the  producing  country.  In  the  case  of 
products  which  are  produced  in  considerable  quantities  by  both  rich  and  poor 
countries,  preference  should  therefore  be  given  to  stabilization  of  the  earnings 
from  exports  of  raw  materials  adjusted  to  the  developing  country  concerned. 
Again,  in  cases  where  price  stabilization  is  very  difficult,  a  form  of  income 
compensation  or  guarantee  is  preferable.  In  choosing  products  here,  the  follow- 
ing criteria  can  be  used  : 

Earnings  from  exports  of  the  product  concerned  must  reach  a  set  per- 
centage of  total  export  earnings  of  the  individual  developing  country  (the 
Lome  Convention  stipulates  a  minimum  percentage  of  7.5%,  and  2.5%  for 
the  poorest  countries)  ; 

Only  products  of  particular  significance  to  the  poorest  developing  coun- 
tries should  be  covered  by  the  scheme. 

The  European  Communities'  ideas  tend  towards  a  system  that  could  work 
as  follows :  there  would  be  transfers  calculated  on  the  basis  of  the  difference 
between  the  average  export  earnings  over  a  prior  period  of  a  few  years  and 
effective  earnings  in  the  year  concerned  (both  expressed  in  special  drawing 
rights).  In  the  Lome  Convention,  the  Community  and  the  46  associated 
countries  decided  to  institute  a  system  of  this  kind.  The  "STABEX"  system 


6  To  these  acquisition  costs  must  be  added  interest  and  storage  charges,  plus  any  costs 
arising  from  product  deterioration.  Against  this,  stocks  bought  in  times  of  recession  can 
normally  be  sold  profitably  later  on. 

7  Product  agreements  designed  to  limit  excessive  price  fluctuations — Communication 
from  the  Commission  of  the  European  Communities  to  the  Council,  Juno  1975. 


84 

will  apply  to  some  15  products,"  with  compensatory  financing  if  incomes 
fall  by  7.595  or  more  below  the  average  of  the  four  previous  years.  A  system  of 

this  kind  might  he  applied  in  a  broader  context,  with  all  the  industrial  and 

oil-producing  countries  taking  part  in  the  financing. 


-  Groundnuts,  cocoa,  coffee,  cotton,  coconuts,  palm  product-;,  and  products  derived  fr< 
these  primary  products  ;  leather,  hides,  wood,  tea,  raw  sisal  and  iron  ore. 


A  P  P  E  X  D  I  X 


The  Tindemans  Report 

Mr.  Leo  Tindemans,  the  Prime  Minister  of  Belgium,  was  ashed  at 
the  1974  Paris  summit  meeting  of  the  chiefs  of  governments  of  the  Com- 
munity members  to  report  by  the  end  of  1975  on  the  concept  of  European 
Union.  This  assignment  was  based,  in  turn,  on  the  1972  summit  agreement 
that  such  a  union  would  be  established  by  the  end  of  the  present  decade. 

Because  Mr.  Tindemans  Report,  which  was  released  in  early  January, 
is  of  such   wide  interest,   we  arc  reprinting   it   below   in   its  entirety. 

Leo  Tindemans'  Letter  to  His  European  Council  Colleagues 

December  29, 1975. 

At  the  conference  of  Heads  of  State  and  Heads  of  Government  of  Member 
States  of  the  European  Communities,  which  was  held  in  Paris  on  10/11  December 

1974.  you  asked  me  to  define  what  was  meant  by  the  term  "European  Union." 

When  attempting  to  do  this  I  obviously  took  into  account  the  reports  drawn  up 
by  the  European  Parliament,  the  Commission  of  the  European  Communities  and 
the  Court  of  Justice  and  also  the  opinions  voiced  during  the  past  year  by  members 
of  your  Government  and  other  powerful  forces  in  the  various  States. 

Throughout  these  contacts  I  was  struck  by  a  contradiction. 

On  the  one  hand,  some  people  believed  that  it  was  particularly  inappropriate 
to  draw  up  a  report  on  European  Union  at  a  time  when  the  Europe.) n  concept  was 
passing  through  a  crisis  and  the  incompleted  European  Structure  was  swaying. 
Furthermore,  there  was  the  feeling  that  the  economic  recession  has  made  itself 
felt  in  our  Member  States  throughout  1075  without  any  large-scale  joint  action 
having  been  planned  to  counter  the  effects  of  economic  depression  and  unemploy- 
ment. 

And  yet — and  this  is  most  significant — almost  all  the  people  to  whom  I  spoke 
stated  that  they  could  not  imagine  a  better  future  for  their  country  than  that 
offered  by  the  building  of  Europe.  They  could  not  conceive  of  doing  this  other 
than  by  strengthening  the  Community. 

In  this  respect,  there  is  a  distinct  divergence  of  views  between  public  opinion 
and  those  who  fulfill  a  political  role  in  their  respective  countries. 

Public  opinion  is  extremely  sceptical  on  the  will  to  establish  a  genuine  European 
Union  and  solve  the  real  problems  of  the  day  at  European  level.  It  wants  results 
and  questions  the  lack  of  political  will  on  the  part  of  its  leaders. 

For  me,  the  conclusion  is  obvious :  if  we  wish  to  safeguard  the  achievements 
of  the  Treaties  and  conquer  new  ground  the  Member  States  must  agree  on  new 
aims. 

the  political  stakes 

At  this  stage,  the  stakes  are  political,  that  is  quite  irrefutable. 

This  is  the  reason  why  I  deliberately  refused  to  draw  up  a  report  claiming  to 
be,  at  least  in  part,  the  Constitution  for  the  future  European  Union.  Nor  did  I 
wish  to  describe  what  Europe  ideally  should  be.  while  remaining  personally 
convinced  that  Europe  will  only  fulfill  its  destiny  if  it  espouses  federalism. 

The  crisis  in  Europe  is  so  serious  that  we  must,  in  the  immediate  future,  save 
what  has  already  been  achieved  and,  working  on  this  basis,  take  drastic  measures 
to  make  a  significant  leap  forward. 

I  had  to  make  a  difficult  choice.  My  proposals  do  not  directly  concern  the  final 
phase  of  European  development.  They  state  the  objectives  and  the  methods 
whereby  Europe  can  be  invested  with  a  new  vitality  and  current  obstacles  can  be 
overcome. 
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My  choice  is  based  on  the  belief  that  at  the  present  time  any  other  approach 
would  either  be  unworthy  of  our  faith  in  Europe,  or  else,  because  of  its  utopic 
nature  in  the  present  circumstances  would  lose  all  credibility  with  the  parties  in 
power.  Consequently,  it  represents  a  realistic  yet  feasible  approach. 

For  me,  European  Union  is  a  new  phase  in  the  history  of  the  unification  of 
Europe  which  can  only  be  achieved  by  a  continuous  process.  Consequently,  it  is 
difficult  to  lay  down,  at  this  stage,  the  date  of  completion  of  the  European  Union. 
It  will  only  achieve  its  objectives  by  means  of  institutions  which  have  been 
adapted  to  its  new  requirements.  It  is  in  fact  by  means  of  Institutions  which  have 
i  een  strengthened  and  improved  that  the  Union  will  be  able  to  give  increasing  ex- 
pression to  its  own  dynamism.  In  this  respect,  the  role  of  a  directly -elected 
European  Parliament  will  be  decisive  in  the  development  of  the  Union.  Finally, 
I  am  convinced  of  the  need,  in  19S0,  to  assess  what  we  have  already  achieved  so  as 
to  open  up  new  prospects  and  make  further  progress. 

That,  after  much  reflection,  is  my  conclusion. 

Seen  in  this  light,  the  proposals  put  forward  in  my  report  should  help  us  to 
overcome  the  present  crisis,  improve  the  functioning  of  the  institutions,  give  shape 
to  yesterday's  and  today's  political  options  and  work  out  new  ones.  As  I  see  it, 
this  is  the  main  task  at  the  present  time. 

If  we  succeed  in  this,  the  European  concept  will  be  preserved  once  and  for  all 
and  because  of  this  the  future  of  our  peoples  assured. 

I  remain  firmly  convinced — as  do  the  great  majority  of  our  fellow-citizens — 
that  we  can  only  really  develop  if  we  have  common  policies  in  most  sectors. 

Efforts  to  reach  an  agreement  on  vital  questions  of  international  policy  and 
concentration  on  security  are  the  basis  of  our  policy  which  aims  at  safeguarding 
our  identity.  They  are  indispensable  to  Europe  if  a  better  world  is  to  be  built. 

The  aim  of  European  Union  should  be  to  overcome  the  age-old  conflicts  which 
are  often  artificially  maintained  between  Nation-States,  to  build  a  more  humane 
society  in  which,  along  with  mutual  respect  for  our  national  and  cultural  origins, 
tbe  accent  will  be  placed  more  on  the  factors  uniting  us  than  on  those  dividing  us. 

Such  a  Europe  could  awaken  new  hope  in  everyone  and  could  be  the  focal  point 
in  an  ideal  and  significant  resurgence. 

Any  discussion  which  the  European  Council  may  wish  to  hold  on  my  report 
should  lead  to  a  commitment  to  achieve  by  appropriate  decisions  the  qualitative 
change  characteristic  of  European  Union. 

I  am  convinced  that  after  a  detailed  study  of  this  report  you  will  feel  able  to 
endorse  its  objectives  and  ensure  that  they  are  carried  out. 


Chapter  I. — A  Common  Vision  of  Europe 

A.     EUROPE     TODAY 

Why  has  the  European  concept  lost  a  lot  of  its  force  and  initial  impetus?  1 
believe  that  over  the  years  the  European  public  has  lost  a  guiding  light,  namely 
the  political  consensus  between  our  countries  on  our  reasons  for  undertaking  this 
joint,  task  and  the  characteristics  with  which  we  wish  to  endow  it.  We  must  first 
of  all  restore  this  common  vision  if  we  wish  to  have  European  Union. 

In  1975  the  European  citizen  does  not  view  the  reasons  for  the  building  of  Eu- 
rope in  exactly  the  same  way  as  in  1950.  The  European  idea  is  partly  a  victim 
of  its  own  successes :  the  reconciliation  between  formerly  hostile  countries,  the 
economic  prosperity  due  to  the  enlarged  market,  the  detente  which  has  taken 
the  place  of  the  cold  war,  thanks  particularly  to  our  cohesion,  all  this  seems  to 
have  been  achieved  and  consequently  not  to  require  any  more  effort.  Europe  to- 
day is  part  of  the  general  run  of  things ;  it  seems  to  have  lost  its  air  of  adventure. 

Our  populations  are  concerned  with  new  problems  and  values  scarcely  men- 
tioned by  the  Treaties.  They  realise  that  political  union  does  not  automatically 
follow  from  economic  integration,  too  many  fruitless  discussions  cast  doubt  on 
the  credibility  and  topicality  of  our  joint  endeavour :  to  this  extent  the  European 
idea  is  also  a  victim  of  its  failures. 

In  this  state  of  mind  we  plunged  into  a  crisis  and  are  experiencing  rates  of  in- 
flation and  unemployment  the  likes  of  which  have  never  been  seen  by  the  present 
generation.  It  is  therefore  hardly  surprising  if  the  Community  is  crumbling 
beneath  the  resurgence,  which  is  felt  everywhere,  of  purely  national  preoccupa- 
tions. Especially  as  the  Community,  in  its  present  state,  is  unbalanced :  in  some 
fields  it  has  been  given  far-reaching  powers,  in  others  nothing,  or  practically 
nothing,  has  been  done,  very  often  because  our  States  were  too  weak  to  under- 
take anything  new :  the  fragile  nature  of  Europe  must  surely  be  a  reflection  of 
the  powerlessness  of  our  States. 

An  unfinished  structure  does  not  weather  well :  it  must  be  completed  otherwise 
it  collapses.  Today  Community  attainments  are  being  challenged. 

Basically,  however,  Europeans  are  still  in  favour  of  closer  links  between  our 
peoples  as  laid  down  in  the  Treaties  of  Paris  and  Rome,  first  between  the  Six, 
later  between  the  Nine.  They  even  take  this  reapproachement  as  a  matter  of 
course  and  regret  not  having  more  evidence  of  it  in  their  daily  lives.  A  return 
to  selfish  national  attitudes,  to  national  barriers,  and  to  the  antagonisms  which 
they  have  frequently  engendered  would  be  seen  as  an  historic  defeat,  the  collapse 
of  the  efforts  of  a  whole  generation  of  Europeans. 

If  this  extensive  will  for  reapproachement  is  to  take  on  a  political  dimension 
vital  to  ensure  that  action  is  taken,  Europe  must  find  its  place  again  among  the 
major  concerns  of  public  opinion  thus  ensuring  that  it  will  be  the  focal  point 
of  the  political  discussions  of  tomorrow.  We  must  listen  to  our  people.  What  do 
the  Europeans  want?  What  do  they  expect  from  a  united  Europe? 

1.  A  voice  in  the  world 

During  my  visits  I  was  struck  by  the  widespread  feeling  that  we  are  vulnerable 
and  powerless.  This  is  a  new  experience  for  our  peoples  in  recent  history.  In- 
equality in  the  distribution  of  wealth  threatens  the  stability  of  the  world  eco- 
nomic system  ;  exhaustion  of  resources  weighs  heavily  on  the  future  of  industrial 
society  ;  the  internationalisation  of  economic  life  makes  our  system  of  production 
ever  more  dependent.  Our  States  seem  very  weak  to  face  these  challenges  alone. 
What  weight  do  isolated  voices  have  unless  they  are  those  of  the  Super  Powers? 

And  yet  the  will  to  make  an  active  contribution  is  still  very  strong  as  we  can 
see  from  the  100,000  young  Europeans  who  are  working  in  co-operation  program- 
mes throughout  the  world.  Our  peoples  are  conscious  that  they  embody  certain 
values  which  have  had  an  inestimable  influence  on  the  development  of  civilisa- 
tion. Why  should  we  cease  to  spread  our  ideas  abroad  when  we  have  always  done 
so?  Which  of  us  has  not  been  surprised  to  see  the  extent  to  which  the  European 
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identity  is  an  accepted  fact  by  so  many  of  the  foreigners  to  whom  we  speak  It 
is  not  only  from  within  that  there  is  a  call  to  the  countries  of  Europe  to  unite. 

our  peoples  expect  the  European  Union  to  he,  where  and  when  appropriate, 
the  voice  of  Europe.  Our  joint  action  must  be  the  means  of  effectively  defending 
our  legitimate  interests,  it  must  provide  the  basis  for  real  security  in  a  fairer 
world,  and  enable  us  to  take  part  in  this  dialogue  between  groups  which  is 
apparently  a  new  aspect  of  international  life.  How  can  we  reconcile  these 
requirements  in  today's  world  if  we  do  not  unite? 

Europe  must  guard  against  isolation,  against  turning  inwards  on  itself  which 
would  reduce  it  to  a  footnote  in  history,  and  also  against  the  subjection  and 
narrow  dependence  which  would  prevent  it  from  making  its  voice  heard.  It  must 
recover  a  certain  amount  of  control  over  its  destiny.  It  must  build  a  type  of 
society  which  is  ours  alone  and  which  reflects  the  values  which  are  the  heritage 
and  the  common  creation  of  our  peoples. 

!.     \    »(]C  society 

We  all  feel  that  our  society  is  in  the  state  of  anxious  expectancy  and  con- 
flict which  is  the  forerunner  of  major  changes.  New  and  sometimes  contradictory 
scales  of  values  are  making  their  appearance  in  all  fields  of  social  life.  The 
task  of  the  present  generation  is  to  seek  a  transition  to  a  post-industrial  society 
which  respects  the  basic  values  of  our  civilisation  and  reconciles  the  rights  of 
the  individual  with  those  of  the  community.  If  we  fail  our  democracies  will 
be  at  risk  and  our  children  will  inherit  a  decadent  society. 

Despite  the  sometimes  radical  divergencies  in  the  solutions  advocated  there 
does  exist  a  minimum  consensus  of  opinion  between  the  democratic  forces  in 
Europe  on  the  nature  of  the  changes  required.  A  new  type  of  economic  growth 
displaying  more  respect  for  the  quality  of  life  and  the  physical  and  human 
environment  and  better  able  to  reconcile  economic  and  social  objectives.  Growth 
which  is  oriented  towards  highly  specialised  activities  and  makes  full  use  "t 
the  skills  available  in  Europe,  management  and  organisational  capacities  in 
the  most  advanced  and  complex  fields  of  human  activity:  this  is  our  one  specific 
advantage  in  the  international  economy:  Europe's  '"^rey  gold".  Finally  the 
development  of  individual  personal  responsibility  in  the  social  and  economic 
sphere  by  associating  workers  with  the  decision  making,  the  management  or 
profits  of  undertakings,  by  much  greater  freedom  in  the  organisation  of  work, 
by   more  openness,   decentralisation   and  consultation   in   public  administration. 

Our  peoples  expect  European  Union  to  embody  and  promote  the  develop- 
ment of  our  society  in  the  way  foreseen  above,  to  provide  a  new  authority  to 
compensate  for  the  reduced  power  of  national  structures  and  to  introduce 
reforms  and  controls  which  often  cannot  be  implemented  at  state4  level,  to  give 
an  organic  form  to  the  existing  solidarity  of  our  economies,  our  finances  and 
oui-  social  life.  Europe  can  and  must  identify  itself  with  the  concerted  and 
better  controlled  pursuit  of  the  common  good  with  economic  resources  being 
reoriented  towards  the  collective  interest,  a  reduction  in  regional  and  social 
Inequalities,  decentralisation  and  participation  in  decision  making.  We  will 
then  have  created  a  new  type  of  society,  a  more  democratic  Europe  with  a 
greater  sense  of  solidarity  and  humanity. 

.;.  .1  posit  ire  solidarity 

So  one  wants  fo  see  a  technocratic  Europe.  European  Onion  most  be  ex- 
perienced by  the  citizen  in  his  daily  life.  It  must  make  itself  felt  in  education 
:in<l  culture,  news  and  communications,  it  must  be  manifest  in  the  youth  of 
our  countries,   and    in    leisure   time  activities.    It    must    protect    the   rights  of  the 

Individual  and  strengthen  democracy  by  the  Interplay  of  institutions  which 
have  legitimacy  conferred  niton  them  by  the  will  of  our  populations.  The  Image 

of  Europe  must  be  in  line  with  its  motivations  and  opportunities,  it  must 
demonstrate  to  those  within  and  without   the  solidarity  of  OUT  peoples  and   the 

values  of  our  society.  I  am  convinced  thai  this  Europe,  a  progressive  Europe, 
will  lack  neither  power  nor  impetus. 

B.    !  I  BOPEAN    i   \  n>\ 

Th"  basic  choice  made  by  the  Founding  Fathers  of  Europe  and  embodied  in 

the  Treaties  of  Koine  and  Paris  was  to  bring  about  an  even  closer  anion  between 
Miir  peoples.  This  option  is  still  open  to  us.  In  the  face  of  the  internal  and  external 

challenges  of  our  society  felt  by  the  whole  of  Europe  six  countries  Initially  and 

then  nine  decided  to  flght  buck  by  joining  forces. 
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The  1072  and  1974  Paris  Conferences  decided  that  European  Union  was  the 
best  means  of  doing  this  at  the  present  stage  of  the  building  of  Europe. 

As  the  aims  and  nature  of  European  Union  are  no  longer  very  clear  the  first 
task  of  our  governments  is  to  decide  precisely  within  the  European  Council 
what  are  the  implications  and  consequences  of  these  choices.  It  is  now  up  to 
the  European  Council  to  decide  on  the  general  form  which  the  joint  endeavour 
is  to  take  during  the  Union  phase.  The  time  to  enshrine  in  a  legal  text  all  the 
changes  which  have  been  gradually  made  to  the  European  structure  will  be  when 
the  process  of  building  the  Union  has  acquired  its  own  momentum. 

As  a  result  of  my  consultations  in  all  our  countries  I  suggest  that  the  Euro- 
pean Council  should  define  the  different  components  of  European  Union  as 
follows  : 

1.  European  Union  implies  that  we  present  a  united  front  to  the  outside  world. 
We  must  coordinate  our  action  in  all  the  main  fields  of  our  external  relations 
whether  it  is  a  question  of  foreign  policy,  security,  economic  relations  or  devel- 
opment aid.  Its  aim  is  to  defend  our  interests  but  also  to  use  our  collective 
strength  to  support  whatever  is  just  and  legal  in  world  discussions. 

2.  European  Union  recognises  the  interdependence  of  the  economic  prosperity 
of  our  States  and  accepts  the  consequences  of  this:  a  common  economic  and 
monetary  policy  to  cope  with  this  prosperity,  common  policies  in  the  industrial 
and  agricultural  sector  and  on  energy  and  research  to  safeguard  the  future. 

S.  European  Union  requires  the  solidarity  of  our  peoples  to  be  effective  and 
adequate.  Regional  policy  will  correct  inequalities  in  development  and  counteract 
the  centralising  effects  of  industrial  societies.  Social  action  will  mitigate  in- 
equalities in  the  distribution  of  wealth  and  encourage  society  to  organise  itself 
in  a  fairer  and  more  humane  fashion. 

4.  European  Union  makes  itself  felt  in  people's  daily  lives.  It  helps  to  protect 
their  rights  and  to  improve  their  life  style. 

5.  In  order  to  achieve  these  tasks  European  Union  is  given  institutions  with 
the  necessary  powers  to  determine  a  common,  overall  and  coherent  political 
view,  the  efficiency  needed  for  action,  the  legitimacy  needed  for  democratic 
control.  The  principle  of  the  equality  of  all  our  States  continues  to  be  respected 
within  the  Union  by  each  State's  right  to  participate  in  political  decision  making. 

6.  Like  the  Community  whose  objectives  it  pursues  and  whose  attainments 
it  protects  European  Union  will  be  built  gradually.  So  as  to  restart  the  con- 
struction of  Europe  straight  away  and  increase  its  credibility  its  initial  basis 
is  the  political  commitment  of  the  States  to  carry  out  specific  actions  in  fields 
selected  according  to  their  importance  and  the  chances  of  success. 

The  different  facets  of  European  Union  described  above  are  closely  connected. 
The  development  of  the  Union's  external  relations  cannot  occur  without  a  paral- 
lel development  of  common  policies  internally.  Neither  can  be  achieved  without 
consolidating  the  authority  and  effectiveness  of  joint  institutions.  In  this  vast 
scheme  everything  goes  together  and  it  is  the  sum  of  the  progress  achieved  in 
parallel  which  constitutes  the  qualitative  change  which  is  European  Union. 
The  rest  of  this  report  will  examine  in  each  of  the  fields  referred  to  the  aim 
and  the  first  positive  actions  which  need  to  be  and  can  be  taken. 

The  general  framework  which  I  propose  should  be  adopted  by  the  European 
Council  must  serve  as  guidelines  for  the  efforts  to  build  Europe.  The  will  of 
our  States,  expressed  in  this  way.  is  based  on  the  deep  seated  motivations  of 
public  opinion  and  can  convey  to  it  the  guiding  light  of  our  common  action. 

The  political  consequences  of  these  choices  must  be  carefully  assessed.  They 
cannot  occur  without  a  transfer  of  competences  to  common  bodies.  They  cannot 
occur  without  a  transfer  of  resources  from  prosperous  to  less  prosperous  regions. 
They  cannot  occur  without  restrictions,  freely  accepted  certainly,  but  then 
enforced  unreservedly.  This  is  the  price  of  Union.  But  what  price  would  we 
pay  for  inaction?  The  crumbling  away  of  the  Community,  voices  isolated  and 
often  going  unheard  in  the  theatre  of  the  world,  increasingly  less  control  over 
our  destiny,  an  unconvincing  Europe  without  a  future. 

Chapter  II. — Europe  ix  the  World 

Our  States'  reasons  for  presenting  a  united  front  in  world  discussions  are 
convincing  from  an  objective  point  of  view:  they  stem  from  power  relationships 

and  the  size  of  the  problems.  From  a  subjective  point  of  view  they  are  felt  very 
strongly  by  our  peoples:  our  vulnerability  and  our  relative  impotence  are  in  the 
thoughts  of  everyone.  The  convergence  of  these  two  factors  means  that  external 
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relations  are  one  of  the  main  reasons  for  building  Europe,  and  make  it  essential 
for  the  European  Union  to  have  an  external  policy. 

A.    A    SINGLE    DECISION    MAKING    CENTRE 

The  examination  of  our  possibilities  for  action  in  the  world  should  he  based 
on  one  obvious  fact:  the  increasing  intexmeshing  of  different  sectors  of  inter- 
national activity. 

As  described  in  the  previous  chapter  the  European  Union  should  not  only  be 
concerned  with  foreign  policy  in  the  traditional  sense,  including  security  aspects. 
nor  solely  with  tariff  and  trade  policies  which  are  already  common  policies  by 
virtue  of  the  Treaty  of  Rome,  but  also  with  all  external  economic  relations.  The 
traditional  distinctions  maintained  by  diplomatic  chanceries  in  this  tield  make 
increasingly  Less  sense  in  the  modern  world.  The  recent  development  of  inter- 
national life  shows  that  economic,  industrial,  financial  and  commercial  questions 
will  all  in  the  future  be  the  subject  of  negotiations,  the  significance  of  which  will 
he  highly  political.  If  the  European  Union  did  not  have  the  means  to  cover  all 
aspects  of  our  external  relations  it  would  not  he  equal  to  its  task.  The  Union  must 
have  an  overall,  coherent  outlook  and  plan  of  action.  I  suggest  that  the  European 
Council  should  now  decide: 

i  </  i  to  put  an  end  to  the  distinction  which  still  exists  today  between  ministe- 
rial meetings  which  deal  with  political  cooperation  and  those  which  deal  with  the 
subjects  covered  by  the  Treaties:  in  order  to  decide  on  a  policy  the  Ministers 
must  be  able  to  consider  all  aspects  of  the  problems  within  the  Council. 

(  h  )  that  the  institutions  of  the  Union  can  <liscuss  all  problems  if  they  are 
relevant  to  European  interests  and  consequently  come  within  the  sphere  of  the 
Union. 

The  existence  of  a  single  decision  making  centre  does  not  mean  that  there  will 
be  confusion  between  those  activities  which  today  are  the  responsibility  of  the 
Community  and  political  cooperation  activities.  The  nature  of  the  problems  does 
not  mean  that  they  will  all  be  treated  in  the  same  way.  Coherence  of  activity  on 
the  other  hand  which  is  essential  requires  that  the  different  aspects  of  the  often 
complex  problems  which  the  European  Union  will  have  to  examine  be  dealt  with 
together,  at  least  at  ministerial  level,  by  the  same  people  and  in  the  same  place. 

With  this  in  mind  I  suggest  changing  the  political  commitment  of  the  Member 
States  which  is  the  basis  of  political  cooperation  into  a  legal  obligation.  A  very 
short  protocol  taking  up  paragraph  11  of  the  Copenhagen  Report1  ought  to  give 
competence  to  the  Council  and  thus  clarify  the  legal  framework  in  which  it  is 
to  operate. 

The  development  of  new  policies  on  the  basis  of  the  Treaties  does  not  cause 
any  particular  problem  :  the  provisions  landing  us  are  clear  and  there  are  numer- 
ous precedents.  The  same  thing  does  not  apply  in  fields  not  covered  by  th(» 
Treaties.  The  way  in  which  future  developments  are  to  take  place  must  be  speci- 
fied liere. 

15.  TOWARDS  A  COMMON  FOREIGN   POLK  S 

In  those  fields  <d"  foreign  relations  not  covered  by  the  Treaty  the  Nine  nowa- 
days coordinate  their  policies,  and  in  recent  years  this  arrangement  has  been 
extended  and  has  met  with  considerable  success.  Such  an  arrangement  would  not, 
however,  he  adequate  within  the  framework  of  the  European  Union.  It  explicitly 
incorporates  within  its  structure  the  possibility  Of  failure:  (lie  pursuit  of  dif- 
ferent policies  whenever  coordination  has  not  been  achieved.  The  European 
identity  will  not  be  accepted  by  the  outside  world  so  long  as  the  European  States 
appear  sometimes  united,  sometimes  disunited. 

European  Union  obviously  implies,  within  the  fields  covered  by  the  Union,  that 
the  European  states  should  always  appear  to  he  united,  otherwise  the  term 
would   he  meaningless.  The  coordination  Of  policies,   which   is  important    during 

a  transitional  period,  must  therefore  gradually  make  way  for  common  policies, 

which  means  that  our  States  must  be  able  t<»  draw  up  a  common  policy  and  act  to- 
gether within  the  framework  of  the  European  Union. 


i  or.  I    i  be  text  <>f  t  bit  paragraph  : 
Governments  will  consult  each  other  on  nil  Important  foreign  policy  questions  and  will 
wmi  mil  prlorltli  Ing  the  following  criteria : 

The  purpose  of  tin-  consultation  is  to  seek  (-0111111011  policies  on  practical  problems; 

Tin'  subject!  deall  with  must  concern  European  Interests  whether  in  Europe  itself 

or  elsewhere  where  the  adoption  of  n  common  position  Is  necessary  or  desirable. 

<ni  these  questions  each  State  undertakes  as  a  genera]  rule  not  to  take  up  final  iM.siii.uis 

without  prior  <"ii  iiii.iiion  wiiii  ii~  partners  within  the  framework  of  the  political  coopera- 

t  ion  machinery . 
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Chapter  V  of  this  report  gives  details  on  the  respective  roles  of  the  European 
institutions  in  the  formulation  and  implementation  of  a  common  foreign  policy. 
Here  suffice  it  to  say  that  the  European  Council  has  a  vital  role  to  play  in  mak- 
ing general  policy  statements  hased  on  global  political  concepts,  without  which 
there  can  be  no  common  policy.  The  political  decision,  which  is  the  application  of 
agreed  general  policy  statements  to  the  realities  of  everday  life  should  be  the 
responsibility  of  the  Council. 

The  main  difference  between  coordinated  policies,  as  formulated  at  present,  and 
a  common  external  policy,  which  distinguishes  the  Union,  does  not  depend  on  the 
kind  of  procedure  adopted  or  the  nature  of  the  relevant  institution.  It  depends  on 
the  obligation  to  reach  a  common  point  of  view.  The  States  will  undertake  to  de- 
fine the  broad  outlines  of  their  policy  within  the  European  Council.  On  this  basis. 
the  Council  will  then  have  the  obligation  to  reach  a  common  decision  on  specific 
aspects.  This  obviously  means  that  the  minority  must  rally  to  the  views  of  the 
majority  at  the  conclusion  of  a  debate. 

In  order  to  provide  the  necessary  impetus  to  the  dynamic  process  of  European 
Union,  our  States  must  now  take  the  political  decision  to  pursue  a  common  for- 
eign policy  within  a  given  number  of  specific  fields,  selected  in  relation  to  their 
importance  and  the  practicability  of  fulfilling  them.  During  the  gradual  evolu- 
tion of  the  Union  this  political  commitment  will  have  to  be  extended  to  all  im- 
portant aspects  of  our  external  relations. 

C.  IMMEDIATE  POSITIVE  ACTION 

When  defining  its  foreign  relations,  the  European  Union  must  approach  major 
world  problems  as  well  as  problems  arising  in  its  own  area  simultaneously. 
Owing  to  their  basic  importance,  four  of  these  must  be  of  foremost  concern  to  us  : 

A  new  world  economic  order  ; 

Relations  between  Europe  and  the  United  States  ; 

Security  : 

The  crises  occurring  within  Europe's  immediate  geographical  surroundings. 

When  dealing  with  such  complex  problems  it  is  unavoidable  that  certain  de- 
cisions should  be  subject  to  provisions  of  the  Treaty  while  others  are  not.  In 
these  cases  of  joint  responsibility,  common  policies  will  have  to  be  based  con- 
currently both  on  the  provisions  of  the  Treaty  and  on  provisions  arising  from 
Member   States'  political  commitment  mentioned  above. 

1.  A  new  world  economic  order 

Our  external  relations  with  countries  of  the  Third  World  are,  and  will  con- 
tinue to  be,  dominated  by  the  problem  of  sharing  the  world's  economic  resources 
and  to  a  lesser  extent,  by  the  after-effects  of  the  colonial  era.  These  questions 
affect  our  economic  relations,  our  supplies,  our  cooperative  effort  and,  finally, 
the  solidarity  of  mankind  and  world  stability.  This  is  therefore  one  of  those 
complex  situations  in  which  the  voice  of  Europe  must  make  itself  heard. 

Furthermore,  there  is  every  indication  that  this  is  a  field  in  which  the  Nine 
can  and  must  formulate  a  common  external  policy  without  delay  since  : 

The  main  negotiations  have  not  yet  really  begun  ; 

They  will  take  place  between  groups  of  countries,  and.  in  such  circumstances, 
bilateral  diplomatic  relations,  however  close  they  may  be,  solve  nothing,  whereas 
the  EEC  has  acquired  valuable  experience  through  the  Yaounde  and  Lome 
Agreements ; 

The  divergences  of  opinions  and  interests  among  the  Nine,  which  are  un- 
avoidable when  dealing  with  so  vast  a  subject,  are  not  insuperable,  as  has  been 
shown  recently  by  the  common  stands  adopted  at  the  7th  Special  Session  of 
the  UN  General  Assembly,  and  in  the  preparations  for  the  Conference  on  Inter- 
national Economic  Cooperation ; 

Even  without  a  new  political  commitment,  the  respect  for  Community  author- 
ity, t  he  requirements  of  political  action  and  the  defence  of  our  common  interests, 
call  for  a  very  high  degree  of  cooperation  and  joint  action  on  our  part. 

The  Nine  are  already  making  serious  efforts  to  appear  united  at  major  ne- 
gotiations ahead,  and  the  European  Council  meeting  held  in  Rome  in  December 
1975  has.  in  this  respect,  produced  some  encouraging  results.  Our  countries  have 
taken  the  initiative  on  joint  negotiations  in  the  Lome  Agreement,  the  Euro-Arab 
dialogue  and  in  Mediterranean  policies. 

I  propose,  first,  that  we  should  decide  : 

That  come  what  may  we  appear  united  at  multilateral  negotiations  relating  to 
a  new  world  economic  order,  at   the  various  gatherings  where  those  take  place, 


and  in  the  implementation  of  their  conclusions.  This  means  that  we  shall,  in  every 
case,  place  the  primary  interest  of  joint  action  above  our  divergent  opinions 
and  interests. 

That  we  shall  designate,  as  the  need  arises,  the  delegates  responsible  lor  pur- 
suing such  policies  on  our  collective  behalf. 

I  propose  that  decisions  should  then  be  taken  : 

To  strengthen  the  instrument  of  our  joint  action  by  gradually  transferring  to 
the  Community  a  substantial  part  of  national  appropriations  intended  for  de- 
velopment cooperation  (major  development  projects,  food  aid.  financial  aid), 
and  in  coordinating  the  remainder  of  our  activities  in  this  field. 

To  complement  this  approach  by  adopting  a  common  stand  on  general  political 
problems  which  would  arise  in  our  relations  with  the  Third  World. 

If  tnese  decisions  are  taken,  we  shall  de  facto  be  pursuing  a  common  external 
policy  in  most  of  our  relations  with  the  Third  World. 

.:.  Relation*  ■>•  tux  <  n  Europe  and  the  United  States 

Relations  with  the  United  Stales,  who  are  at  one  and  the  same  time  our 
allies,  our  partners  and  occasionally  our  competitors,  raise  problems  o['  vast 
proportions  for  the  European  Union.  They  are  of  prime  importance  in  t  lie 
political  field,  in  defence,  in  economic  affairs,  not  only  on  account  of  the  inter- 
dependence of  United  States  and  European  economies,  but  also  because  of  the 
joint  responsibility  of  these  two  industrial  centres  for  the  world  economy,  a 
responsibility  winch  the  Rambouillet  meeting  of  December  r.>7."i  has  once  again 
underlim 

The  need  for  Europe  to  speak  with  one  voice  in  its  relations  with  the  United 
States  is  one  of  the  underlying  reasons  for  the  construction  of  Europe.  A  con- 
structive dialogue  between  the  European  Union,  conscious  of  its  identity,  and 
the  leading  Western  political,  economic  and  military  power,  is  necessary  without 
delay.  Its  usefulness  has  been  recognised  by  the  document  on  the  European 
Identity  adopted  at  the  Conference  of  Heads  of  Governments  at  Copenhagen  in 
lib"]-  1973.  Only  in  this  manner,  as  part  of  the  development  of  the  Union 
shall  we  be  able  to  establish  relations  with  the  United  States  based  on  the 
principle  of  equality,  U'^-  of  any  concept  of  inferiority,  which  reflects  ;:t  the 
same  time  both  what  is  common  in  our  basic  values,  interests  and  responsi- 
bilities, and  the  difference  in  the  destinies  of  our  two  regions. 

ft  is  ooubtful  if  the  European  states  can  have  a  strictly  identical  appreciation 
of  relations  between  the  United  States  and  Europe  so  long  as  their  respective 
A  talyses  of  the  problems  of  defence  are  noticeably  divergent.  This  question  must 
I  twever  be  examined  frankly  and  in  detail  with  (lie  object  of  laying  down 
certain  principles  and  rules  determining  the  content  of  and  procedures  tor 
cooperation  between  Europe  and  the  United  state-. 

in  this  context  I  propose  that  the  European  Council  should  tike  the  initiative 
t  i  delegate  cue  of  its  members  to  bold  talks  with  the  United  states  with  the 
object  of  reaching  a  common  understanding  of  the  character  and  -cope  of  rela- 
tions between  thai  major  Power  and  t  be  European  Union. 

.;.  Security 

By  Virtue  of  the  Atlantic  Alliance  we  in  Europe  enjoy  a  measure  of  security 
and  stability  which  has  enabled  us  to  undertake  the  construction  o\'  Europe. 
A-  -  ton  as  our  States  recognise  the  existence  of  a  common  destiny,  the  security 
of  one  member  will  necessarily  affect  the  security  of  others.  No  foreign  policy 
can  disregard  threats,  whether  actual  or  potential,  and  the  possibility  of  having 
■  i  them.  Security  cannoi  therefore  be  left  outside  tbe  scope  of  the  European 

1   nion. 

«>.i  iiie  other  band,  tbe  Conference  on  Security  and  Cooperation  in  Europe 
has  shown,  if  that  was  necessary,  thai   in  matters  of  security,  political,  military, 

economic  factors  and  other  factors  such  as  those  affecting  human  relations. 
overlap. 

During  tbe  gradual  development  of  tin-  European  Union,  tbe  Member  states 
will  therefore  have  t«»  solve  the  problems  of  maintaining  their  external  security. 
European  Union  will  not  be  complete  until  it  has  drawn  up  a  common  defence 
policy. 

Meanwhile,  I  note  thai  our  States  are  not  really  at  present  in  a  position  p, 
determine  tbe  general  policj  without  which  no  common  defence  policy  is  pos- 
sible, and  are  unlikely  to  be  able  t<>  do  so  in  tbe  near  future.  Bui  this  docs  not 
mean  thai  nothing  should  be  done,  and  I  therefore  suggest  that  we  should  decide : 
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Regularly  to  hold  exchanges  of  views  on  specific  problems  in  matters  of 
defence  and  on  European  aspects  of  multilateral  negotiations  on  security.  Ex- 
changes of  views  of  this  kind  will  one  day  enable  Member  States  to  reach  a 
common  view  of  defence  problems  and,  meanwhile,  to  take  account  of  their 
respective  positions  in  any  action  they  take. 

To  cooperate  in  the  manufacture  of  armaments  with  a  view  to  reducing  defence 
costs,  and  increasing  European  independence  and  the  competitiveness  of  its 
industry.  The  measures  taken  so  far  to  provide  the  European  countries  of  the 
Alliance  with  an  organisation  for  the  standardisation  of  armaments,  on  the  basis 
of  joint  programmes  ,will  have  important  consequences  for  industrial  production. 
This  strengthens  the  need  to  initiate  a  common  industrial  policy  on  the  manu- 
facture of  armaments  within  the  framework  of  the  European  Union.  Setting  up 
a  European  armaments  agency  for  that  purpose  must  be  given  consideration. 

On  the  question  of  detente  the  Nine  have  already  succeeded,  through  political 
cooperation,  in  outlining  joint  positions  that  have  enabled  them,  during  the  Con- 
ference on  Security  and  Cooperation  in  Europe,  to  defend  identical  points  of 
view.  This  practice  must  obviously  be  pursued  and  generalised.  It  will  also  have 
to  include  that  element  of  obligation  which  distinguishes  a  common  policy  from 
mere  coordination.  It  will  have  to  be  extended,  during  the  gradual  development 
of  the  Union,  to  all  the  problems  which  play  an  important  role  in  the  general 
field  of  detente,  including  agreements  on  economic  cooperation  and  the  increase 
of  personal  contacts. 

The  development  of  a  detente  policy  in  Europe  presupposes  that  all  our  inter- 
locutors recognise  the  European  Union  as  an  entity.  Our  willingness  to  act 
together  in  the  field  of  external  relations  is  a  reality  in  Europe  today  :  it  will 
be  even  more  so  in  the  future  and  all  states,  including  those  which  today  stili 
hesitate  to  do  so,  will  then  have  to  recognise  that  fact. 

.).  Crises  in  the  European  Region 

The  political  problems  which  arise  within  our  immediate  geographical  sur- 
roundings, that  is  to  say.  in  Europe  and  in  the  Mediterranean  area,  have  a 
particular  significance  for  the  European  Union.  The  credibility  of  our  undertaking 
requires  that  in  this  held  where  our  interests  are  greatest,  we  should  from  now 
on  be  united,  that  is  to  say,  that  we  should  accept  the  restrictions  imposed  by  a 
common  policy. 

In  the  last  two  years,  political  cooperation  has  enabled  the  Nine  to  adopt 
common  positions  on  questions  such  as  the  crises  in  the  Middle  East.  Cyprus 
and  Portugal  and  their  political  action  has  often  been  expressed  through  the 
Community.  In  effect,  our  States  tend  to  prefer  joint  action.  Indeed,  the  increas- 
ing political  weight  of  the  Nine,  when  they  are  united,  and  their  common 
interests  in  lessening  potential  sources  of  conflict  in  their  immediate  surround- 
ings, tend  to  induce  our  countries  to  act  together,  and  will  do  so  increasingly. 

I  therefore  propose  that  we  decide  to  make  what  has  been  the  constant  practice 
in  recent  years  into  a  general  rule,  that  is  to  say,  to  lay  down  a  common  policy 
and  to  act  together  within  this  framework,  with  the  restrictions  that  tliis  entails, 
in  all  <ase^  where  important  political  problems  or  crises  arise  in  Europe  or  in 
the  Mediterranean  area. 

In  the  strictly  political  field  of  external  relations  the  European  Union  must, 
independently  of  the  specific  situations  mentioned  above,  carry  on  the  kind  of 
cooperation  begun  in  1970  until  the  natural  evolution  of  their  undertaking  leads 
Member  States  to  accept  tbe  more  restrictive  formula  of  a  common  policy. 

We  must  assert  tbe  European  Identity  in  all  international  political  discussions. 
as  tbe  Nine  have  been  doing,  with  increasing  success  at  the  United  Nations.  We 
must  define  our  relations  with  countries  belonging  to  other  continents  some  of 
which,  such  as  China,  Canada  and  Japan  manifest  increasing  sympathy  for  the 
task  of'European  unification. 

In  Europe,  we  must  pay  particular  attention  to  those  European  countries 
which  have  a  democratic  system  similar  to  ours.  We  should  establish  relations 
with  them  which  make  it  possible  to  take  account  of  their  interests  and  their 
points  of  view  when  formulating  the  Union's  political  decisions,  and  also  to  obtain 
their  understanding  and  their  support  for  our  actions.  The  habit  of  such  informal 
cooperation  will,  in  due  course,  facilitate  the  accession  of  those  States  wishing 
to  join. 

We  should  give  greater  joint  consideration  than  in  the  past  to  those  problems 
of  our  external  relations  which  bears  upon  the  European  Union  in  tiie  medium 
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term.  I  propose  that  the  Ministers  for  Foreign  Affairs  should  submit  suggestions 

to  the  European  Council  on  how  joint  consideration  of  such  problems  can  be 
undertaken. 

CONCLUSION 

Our  common  action  with  regard  to  the  outside  world  cannot,  obviously,  be 
considered  in  isolation.  In  some  fields  the  practical  opportunities  for  progress  will 
depend  on  parallel  progress  being  made  in  building  the  Union's  internal  struc- 
ture: as  in  the  case,  for  example,  of  monetary  and  financial  questions.  The 
implementation  of  common  policies  in  our  external  relations  presupposes  in- 
creased efficiency  in  the  institutional  system.  These  questions  are  examined  else- 
where in  this  report,  and  it  is  the  progress  of  the  whole  which  will  enable  Union 
to  be  achieved. 

Subject  to  that  reservation,  the  proposals  set  out  in  this  chapter  constitute 
a  qualitative  change  in  the  character  and  intensity  of  our  relations,  and  this  is 
what  the  Union  will  seek  to  achieve. 

In  order  to  ensure  such  a  common  front  and  such  common  action  in  relation 
to  the  outside  world,  our  States  will  gradually  wish  to  submit  the  greater  part 
of  their  external  relations  problems  to  a  common  policy  procedure,  and  they 
will  accept  the  restrictions  imposed  in  consequence.  In  order  to  give  the  necessary 
new  impulse  to  the  dynamic  process  of  Union,  they  should  now  take,  in  a  number 
of  selected  sectors,  certain  restrictive  political  commitments.  During  the  gradual 
development  of  the  European  Union,  these  will  have  to  be  enshrined  in  legal 
obligations  which  will  confirm  the  qualitative  changes  which  the  Union  seeks 
to  achieve.  In  the  very  important  field  of  our  external  relations  the  European 
Union  will  then  have  become  a  living  reality. 

Chapteb  III. — European  Economic  and  Social  Policies 

Since  1009.  the  Conferences  of  Heads  of  Governments  have  affirmed  the  desire 
to  consolidate  tin1  Community  by  establishing  an  Economic  and  Monetary  Union. 
it  was  an  important  political  choice,  made  by  the  highest  authorities  of  our 
States. 

However,  in  recent  years  the  Community  has  not  progressed  in  this  important 
field,  and  unless  it  does  so  European  Union  will  be  meaningless.  The  adverse 
international  economic  and  financial  circumstances  are  not  the  only  cause:  these 
could  equally  well  have  induced  a  burst  of  activity. 

As  pointed  out  in  the  report  of  the  working  group  chaired  by  M.  Marjolin.  the 
failure  is  also  the  result  of  two  other  causes:  a  failure  of  political  will,  and 
inadequate  understanding  both  of  what  an  Economic  and  Monetary  Union  is 
meant  to  be  and  of  the  conditions  necessary  for  the  creation  and  operation  of 
such  a  Union. 

In  the  first  chapter  of  this  document  I  emphasised  the  need  to  re-establish 
first  of  all  a  political  consensus  on  the  scope  and  consequences  of  our  commit- 
ments. With  regard  to  economic  and  social  questions,  this  consensus  relates  to: 

A  common  economic  and  monetary  policy  ; 

Sectoral  policies ; 

A  social  policy  and  a  regional  policy. 

a.   economic  and   MONETARY  policy 
/.  The  present  situation 

In  the  Course  of  my  consultations  in  the  various  countries  of  the  Community, 

those  with  whom  r  spoke  everywhere  recognised  the  need  for  European  economic 
and  monetary  policy.  Everyone  agrees  thai  ibis  question  is  the  crus  of  the 
Internal  development  of  the  Union,  and  that  Isolated  initiatives  winch  may  be 
taken  in  related  fields,  such  as  regional  or  Industrial  policy,  will  be  meaningful 

only  if  ;i  solution  to  the  central  issue  is  found.  On  the  other  h;ind.  up  to  now 
no  one  DAS  claimed  to  have  found  a  solution  which  could  he  accepted  by  .ill  OUI 

States. 

I  :im  not  in  a  position  to  produce  a  ready-made  Solution  t<»  problems  which  have 
long  been  studied  ;ind  discussed.  ;ind  which  must  eventually  be  settled  by  the 
European   institutions,   the   more  SO  since  these   will    have  the  authority   I"   hike 

decisions  and  Purl  her  ad  Ion. 

I I  eems  to  me  that  the  situation  is  as  follows : 

i  i  i  our  States  confirmed  in  pail  their  will  in  attain  the  objectives  they  had 

set  themselves  at  the  Paris  Conference  in   l!>72.  which  include  ;i  common  economic 

and  monetary  policy. 
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(2)  Today,  however,  there  is  no  genuine  political  consensus  to  establish  this 
common  economic  and  monetary  policy,  doubtless  because  of  the  absence  of  ade- 
quate mutual  confidence  to  permit  the  transfer  to  common  institutions  of  the 
powers  which  it  is  essential  to  grant  them. 

(3)  There  is  also  no  genuine  technical  consensus  on  the  manner  in  which  a 
common  economic  and  monetary  policy  should  be  achieved.  After  years  of  discus- 
sions no  solution  has  emerged  from  the  experts'  debates. 

(4)  Added  to  this  indecision  there  are  the  known  objective  economic  and 
financial  difficulties  both  at  Community  and  world  level. 

(5)  The  progress  which  it  is  possible  and  necessary  to  make,  on  the  basis  of  a 
new  approach  to  the  problem,  which  I  will  mention  later,  falls  short  of  what  is 
required  to  make,  in  this  field,  that  qualitative  change  which  distinguishes 
European  Union. 

In  fact,  there  is  no  agreement  on  how  to  achieve  a  common  economic  and  mone- 
tary policy,  nor  is  there  even  any  sustained  discussion  of  the  subject.  And  yet 
this  is  a  basic  requirement  for  achieving  a  European  Union. 

In  the  present  state  of  affairs,  no  real  progress  can  be  expected.  This  situation 
cannot  persist  without  causing  the  credibility  of  our  Governments  to  be  questioned 
when  they  assert  their  support  for  a  European  Union. 

I  therefore  propose  that  the  European  Council  should  now  : 

(a)  revive  discussions  within  the  Institutions  on  the  manner  in  which  a  com- 
mon economic  and  monetary  policy  can  be  achieved  and  its  role  in  the  European 
Union.  During  this  policy  discussion  no  proposals  should  be  set  aside  a  priori. 

( 0 )  without  waiting  for  the  results  of  these  discussions,  instigate  positive  prog- 
ress along  the  road  selected  in  1969. 

In  order  to  revive  the  discussions  and  give  some  indication  of  how  positive 
progress  can  be  made,  I  will  now  examine  : 
A  new  approach  to  the  problems  : 

Its  practical  application  by  the  development  of  the  "Snake"  ; 
The  road  to  follow  to  make  further  progress. 

2.  A  new  approach 

It  is  impossible  at  the  present  time  to  submit  a  credible  programme  of  action 
if  it  is  deemed  absolutely  necessary  that  in  every  case  all  stages  should  be  reached 
by  all  the  States  at  the  same  time.  The  divergence  of  their  economic  and  financial 
situations  is  such  that,  were  we  to  insist  on  this  progress  would  be  impossible  and 
Europe  would  continue  to  crumble  away.  It  must  be  possible  to  allow  that : 

Within  the  Community  framework  of  an  overall  concept  of  European  Union  as 
defined  in  this  report  and  accepted  by  the  Nine, 

And  on  the  basis  of  an  action  programme  drawn  up  in  a  field  decided  upon  by 
the  common  institutions,  whose  principles  are  accepted  by  all, 

(1)  those  States  which  are  able  to  progress  have  a  duty  to  forge  ahead. 

(2)  those  States  which  have  reasons  for  not  progressing  which  the  Council, 
on  a  proposal  from  the  Commission,  acknowledges  as  valid  do  not  do  so. 

But  will  nonetheless  receive  from  the  other  States  any  aid  and  assistance  that 
can  be  given  them  to  enable  them  to  catch  the  others  up. 

And  will  take  part,  within  the  joint  institutions,  in  assessing  the  results  ob- 
tained in  the  field  in  question. 

This  does  not  mean  "Europe  a  la  carte"  :  each  country  will  be  bound  by  the 
agreement  of  all  as  to  the  final  objective  to  be  achieved  jointly:  it  is  only  the 
timescales  for  achievement  which  vary. 

This  system  which  accepts  that  there  should  temporarily  be  a  greater  degree 
of  integration  between  certain  members  is  not  without  analogy  in  the  Com- 
munity :  Article  233  of  the  Treaty  of  Rome  specifically  provides  for  it  in  the 
case  of  the  Benelux  countries  and  the  Belgium-Luxembourg  Economic  Union. 
The  system  could,  as  matters  turn  out.  be  of  great  assistance  in  enabling  the 
process  of  development  of  the  Union  to  regain  its  momentum,  albeit  imperfectly. 

I  therefore  propose  that  the  European  Council  should  adopt  the  following 
guidelines: 

Bearing  in  mind  the  objective  difficulties  of  certain  States,  progress  as  regards 
economic  and  monetary  policy  may  be  sought  initially  between  certain  States 
in  accordance  with  Community  practices,  and  with  the  limitations  mentioned 
above. 

The  "Community  Snake"  which  lies  at  the  heart  of  monetary  stability  is  the 
starting  point  for  this  action.  The  Snake  must  be  consolidated  and  then  extended 
its  action  to  fields  which  it  does  not  cover  today. 
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3.  The  "Snake" 

The  machinery  of  the  Snake,  which  has  proved  itself  by  maintaining  the  sta- 
bility of  exchange  rates,  must  be  used  to  seek  a  convergence  of  economic  and 
monetary  policies  between  those  States  which  are  in  a  position  to  achieve  it. 
In  order  to  do  this  the  Snake  must : 

Be  consolidated, 

Extend  its  action  to  the  key  aspects  of  economic  and  monetary  policy. 

P>e  of  a  distinctly  Community  nature. 

To  this  end.  I  propose  the  following  : 

(1)  Today  the  Snake  operates  and  ls|  controlled  partly  outside  the  Com- 
munity. In  future  this  must  happen  within  the  common  institutions  in  accord- 
ance with  procedures  to  be  agreed  upon.  Without  actually  taking  part  in  the 
operation  of  the  Snake  those  member  countries  nor  belonging  to  it  will  be  brougm 
into  discussions  so  as  to  avoid  increasing  divergence  and  enable  any  opportunities 
for  alignment  to  be  seized.  Community  operation  of  the  Snake  is  all  the  more 
imperative  in  that  it  constitutes  the  departure  point  for  a  policy  which  will  later 
lie  extended  to  all  members  of  the  Community  thus  having  a  beneficial  effect  on 
trade  as  a  whole  within  the  Community. 

1 1!  i  At  present  the  Snake  only  lays  down  obligations  in  the  field  of  external 
monetary  policy.  Its  operation  is  therefore  precarious  and  unbalanced.  Identi- 
cal restraints  must  be  accepted  in  the  field  of  : 

Internal  monetary  policy  :  control  of  financial  resources, 

Budgetary  policy  :  extent  and  financing  of  deficits. 

Key  aspects  of  economic  policy  as  regards  the  short-term  economic  situation 
and  the  control  of  inflation. 

(3)  Within  the  framework  of  the  Institutions,  the  system  must  provide  for 
procedures  enabling  joint  decisions  to  be  reached  on  alterations  in  pivotal  ex- 
change rates.  Member  States  not  belonging  to  the  Snake  must  be  brought  into 
these  discussions.  Those  countries  belonging  to  the  Snake  would  undertake  to 
withdraw  from  it  only  in  cases  of  •'manifest  crisis"  as  established  by  a  joint 
decision. 

(4i  Along  with  these  obligations,  machinery  for  short  and  medium-term  sup- 
port Let  ween  members  of  the  Snake  must  be  made  automatic  and  considerably 
strengthened.  This  means  increasing  the  activity  and  effectiveness  of  the  Euro- 
pean Monetary  Co-operation  Fund  which  must  become  the  embryo  for  a  Euro- 
pean central  bank,  in  particular  by  some  pooling  of  reserves. 

i  .I  i  Those  countries  in  the  Snake  must  gradually  abolish  the  remaining  ob- 
stacles to  the  free  movement  of  capital  between  them,  in  particular  those  set  up 
since  1970,  which  only  demonstrate  how  the  process  of  Integration  has 
deteriorated. 

Mil  Finally,  measures  must  be  work;  d  out  to  assist  those  countries  not  m  the 
Snake  to  join.  The  measures  cannot  be  defined  in  abstracto  and  will  not  be  auto- 
matic. They  will  be  determined  case  by  ease.  These  measures  will  also  include 
those  in  the  structural  field,  by  means  of  regional,  social,  industrial  and  agri- 
cultural policies.  In  connection  with  the  developments  explained  in  previous 
paragraphs  it  is  Important  to  keen  in  mind  the  Interests  of  the  countries  ool 
taking  part  in  the  Snake  in  order  to  facilitate  their  Future  participation.  Hence 
the  need  to  discuss  these  developments  within  a   Community   framework. 

Thus  consolidated  and  extended,  the  nucleus  of  monetary  stability  existing 
t«»day  becomes  the  basis  for  a  real  convergence  of  economic  and  monetary  policies. 

Strengthening  the  Snake  will  also  be  of  direct  help  in  gradually  restoring 
■r  international  monetary  stability.  The  first  step  in  restoring  this  stability 
i-  to  form  Significant  zones  of  stability  within  which  stable  exchange  rales  can  be 
maintained. 

This  strengthening  will  enable  us  to  seek  a  better  co-ordination  of  economic 
.••nd  monetary  policies  between  large  blocs  with  the  aim  of  reducing  the  fluctua- 
tions, which  in  the  recent  past  have  been  excessive,  between  leading  currencies 

or-  groups  of  currencies  and  more  particularly  between  the  Snake  and  the  dollar. 

in  t  his  connect  ion  the  European  .Monetary  Co-operation  fund  should  gradually 
become  responsible  for  the  Intervention  policy  of  the  Snake  vis-a  vis  the  dollar. 

Consolidation  of  the  Snake  will   enable  the  Community   to   take   pari    as  such   in 
international   financial  negotiations. 

'/.  The  search  for  a  common  policy 

The  new  approach,  set  out  above,  and  its  practical  application  to  the  Snake 
will  ?iot   in   Isolation  lead  to  the  formation  of  a  common  economic  and  monetary 
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policy.  It  is  a  starting  point  from  which  a  certain  amount  of  progress  can  be  made, 
and  which  can  serve  as  a  prelude  to  the  important  stages  which  will  remain  to 
be  reached.  The  latter  must  be  discussed  within  the  Institutions. 

In  steering  this  discussion  we  must  learn  from  the  past.  For  my  own  part  I 
would  draw  the  following  conclusions  from  our  past  failures : 

(a)  Globalisation  and  interdependence  of  solutions 

The  problems  raised  must  be  tackled  globally.  If,  as  must  be  the  case,  progress 
is  made  in  stages,  each  stage  must  involve  a  balanced  set  of  measures  in  the 
field  of  economic  policy  as  well  as  monetary  policy. 

The  interdependence  of  solutions  also  means  that  the  automatic  implementa- 
tion of  measures  for  giving  aid  or  mutual  assistances  which  is  of  necessity  part 
and  parcel  of  any  Economic  and  Monetary  Union,  is  directly  bound  up  with  an 
acceptance  of  the  constraints  which  this  union  involves. 

(o)  The  irreversibility  of  the  machinery 

Even  though  equilibrium  is  sought  at  each  stage,  it  is  inevitable  that  certain 
States  should  feel  they  are  taking  greater  risks  than  others,  be  it  that  they  have 
less  to  gain  in  the  immediate  future  or  that  they  stand  to  lose  more. 

To  carry  conviction,  progress  must  be  irreversible.  The  general  political  bene- 
fits from  definite  progress  towards  a  strong,  integrated  European  Union  will 
offset  any  short-term  disadvantage,  be  it  real  or  imaginary,  which  a  particular 
State  has  to  face.  This  means  that  the  policy  of  "small  steps''  cannot  always 
apply  ;  sometimes  a  "large  step"  must  be  taken. 

It  seems  to  me  that  this  is  the  basis  on  which  we  should  resume  discussion 
of  the  problems  involved  in  setting  up  an  Economic  and  Monetary  Union.  The 
Werner  Report  adopted  by  the  Council  set  out  the  problems  and  the  solutions 
which  should  be  considered.  It  must  continue  to  form  the  basis  for  our  discus- 
sions, along  with  the  ideas  which  have  I  teen  put  forward  since  its  adoption.  I 
am  thinking  in  particular  of  the  various  proposals  to  create  a  European  cur- 
rency, which  would  on  the  face  of  it  have  a  considerable  political  and  psychologi- 
cal import. 

Whatever  happens,  achieving  Economic  and  Monetary  Union  in  the  difficult 
circumstances  we  are  facing  at  present  will  be  a  lengthy  business.  For  this  reason 
I  have  proposed  concrete  steps  which  can  be  taken  in  the  immediate  future  on 
the  basis  of  a  new  approach.  These. steps  will  lead  to  a  degree  of  integration 
which  is  doubtless  imperfect  but  which  will  make  it  easier  to  take  the  "large 
steps"  which  at  some  point  will  have  to  be  taken.  However,  these  concrete  steps 
can  only  take  on  their  full  significance  as  part  of  a  long-term  vision  setting  out 
a  programme  which  is  ambitious  and  at  the  same  time  realistic.  The  European 
Council  must  lend  its  authority  to  this.  I  suggest  that  the  Commission  should 
submit  an  annual  report  to  the  European  Council  on  progress  made  in  the  search 
for  a  common  economic  and  monetary  policy  and  that  it  should  propose  which 
new  steps  could  successfully  be  taken.  This  report  could  serve  as  preparation 
for  an  annual  debate  in  Parliament  on  the  state  of  the  Union. 

B.    SECTORAL   POLICIES 

Within  the  framework  of  organised  convergence  of  economic  and  monetary 
policies,  the  European  Union  must  undertake  specific  projects  to  guarantee  the 
dynamism,  profitability  and  future  of  our  productive  apparatus  in  those  sectors 
where  action  taken  by  our  States  is  today  often  inappropriate  or  inadequate. 

In  the  industrial  field  this  means  collectively  safeguarding  our  innate  capacity 
for  innovation  and  advanced  technology,  since  this  alone  can  guarantee  our 
future  prosperity  in  the  world  economy. 

It  also  means  pursuing  Community  objectives  as  regards  opening  up  markets, 
adberence  to  the  rules  on  competition,  the  abolition  of  monetary  barriers  and 
drawing  up  a  statute  for  the  "European  Company." 

Finally,  we  must  display  solidarity  in  solving  the  problems  of  adapting  our 
productive  industry,  which  the  search  for  a  new  world  economic  order  will 
inevitably  bring. 

In  the  agricultural  hold  an  assessment  has  just  been  made  by  the  Council 
stressing  the  strengths  and  weaknesses  of  what  is  our  most  highly  developed  and 
most  integrated  form  of  common  action.  The  agricultural  policy  reflects  one 
of  the  aspects  of  European  Union  in  that  it  guarantees  farmers  income  and 
living  standards  comparable  with  those  of  other  groups  in  society.  This  objec- 
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live  is  «>ne  of  solidarity  and  justice.  However,  the  implementation  of  this  policy 
cannot  he  viewed  purely  in  the  light  of  agricultural  problems. 

I  do  nor  think  it  either  possible  or  useful  to  include  in  this  report  an  inventory 
of  projects  to  be  undertaken  in  such  a  vast  area.  That  will  be  the  job  of  the 
Institutions  of  the  Union.  I  would  like  however  to  set  out  one  or  two  thoughts  on 
the  two  sectors  which  are  at  the  very  heart  of  industrial  development  and  hence 
our  future  :  energy  and  research. 

7.  Energy 

Current  action  by  the  Community  both  on  establishing  a  Community  energy 
policy  and  on  discussing  energy  problems  in  a  wider  international  framework  is 
inadequate.  In  view  of  our  dependence  on  outside  sources  of  energy  this  issue 
radically  affects  the  stability  and  security  of  our  productive  industry. 

European  Union  implies  that  a  common  policy  should  be  worked  out  in  this 
fundamental  sector,  and  the  European  Council  at  Rome  opened  the  way  to 
progrt 

In  order  to  demonstrate  our  solidarity  and  lav  the  basis  for  a  common  policy, 
I  consider  that  the  following  decisions  must  be  taken  : 

cm  To  introduce  machinery  ensuring  the  solidarity  of  our  States  in  times 
of  supply  difficulties : 

i  b  i    To  define  at  Community  level  consumption  and  production  targets; 

(c)  To  develop,  in  the  light  of  these  objectives,  a  programme  of  alternative 
resources  in  the  context  not  of  each  individual  State  but  of  the  needs  of  the 
Community  as  a  whole  : 

(([)  To  develop  additional  production  capacity  by  promoting  investment  and 
providing  the  means  to  guarantee  and  protect  such  investment  : 

(e)  To  mobilise  at  Community  level  the  finance  needed  to  achieve  (c)  and 
(d  i  above  : 

(f)  To  establish  a  Community  instrument  to  organise  the  energy  market. 
On  the  external  front,  the  Community  will  then  be  able  to  pursue  a  coherent 

policy,  the  basis  of  which  will  be  achievement  of  the  aims  of  Community  energy 
policy,  both  at  the  Conference  on  International  Economic  Co-operation  and  in 
discussions  with  tin1  other  industrialised  countries  and  any  future  negotiation 
Of  supply  agreements. 

!.   Research 

The  Community's  effort  as  regards  scientific  and  technological  research  has 
come  up  against  a  certain  amount  of  reticence  on  the  pari  of  national  research 
institutes  and  industrial  users.  This  reticence  is  caused  by  special  interests  and 
a  lack  of  confidence.  These  must  be  overcome  at  all  costs  since  the  existence  of 
a  common  research  policy  is  directly  linked  to  the  maintenance  of  our  competi- 
tiveness, thai  is  to  say  our  internal  prosperity  and  our  position  in  the  world. 

Research  policy  must  not  be  spread  over  a  range  of  heterogeneous  and  marginal 
activities.  Tf  must  lie  strictly  concentrated  on  priority  sectors  determined  in  the 
lighl  of  three  criteria  : 

(a  )  Research  directly  connected  with  a  common  policy  of  (he  Union,  such 
being  the  case,  for  example,  with  environmental  research  which  is  a  necessary 
support  and  adjunct  to  a  common  environment  policy. 

(b)  Research  directly  connected   with  a   common  activity   in  a   specific  sector. 

sue!'  us  research  into  alternative  sources  of  energy. 

(c)  Research    too   costly    to   be   carried    out    by    an    individual    state,    like,    for 

example,  research  info  cont  roiled  thermo-nuclear  fusion, 

In  these  specific  fields  the  common  policy  must  : 

i*..'  backed  by  resources  adequate  in  both  quantity  and  duration  for  results 
to  be  achieved  which  can  be  used  at  the  Industrial  level; 

Initiate  :in  exchange  of  Information  on  the  activities  and  results  of  national 
programmes,  thus  avoiding  duplication  and  making  generally  available  the  results 
Obtained  : 

I  tble  small  Shites  in  particular  to  fake  part  in  work  which  would  qoI 
be  justified  .-it  nat  lonal  level. 

C.    so,  i  \i     \  \i.   la  i.iov  \i     poi  k  ^ 

One  of  the  Fundamentals  of  the  European  Union,  set  out  in  the  first  chapter  of 
this  report,  i  -  the  common  search  within  ;i  wider  framework  for  progress  towa  rds 
:i  modern  ^"<-iety  and  :i  form  of  economic  growth  which  respects  human  values 
and  social  needs.  Social  and  regional  policies  meet  this  objective  and  give  sub- 
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stance  to  the  solidarity  of  Europeans  by  reducing  the  inequalities  which  separate 
them.  In  this  field  I  propose  that  the  European  Council  should  adopt  the  follow- 
ing general  guidelines : 

1.  Social  policy 

The  sine  qua  non  of  the  social  well-being  of  Europeans  is  economic  prosperity 
guaranteeing  full  employment  in  conditions  of  better  controlled  growth.  In  tbis 
context  an  economic  policy  which  leads  to  greater  control  over  production  levels 
will  have  an  immediate  social  impact.  The  same  applies  to  environment  and 
consumer  protection  policies.  Sharing  out  the  benefits  of  this  prosperity  by 
means  of  taxation,  social  security  and  joint  investment  projects  will  remain 
essentially  the  responsibility  of  the  States,  who  can  take  account  of  the  tradi- 
tions and  facts  which  vary  from  one  country  to  another.  The  social  policy  of 
the  Union  must  manifest  itself  in  specific  projects  which  give  effect  at  European 
level  to  the  social  aims  of  our  undertaking  and  which  guide  and  supplement 
action  on  the  part  of  individual  States.  Such  projects  involve  the  security  of  the 
workforce,  their  involvement  in  economic  decisionmaking  (concertation)  and 
their  participation  in  company  decisions  and  company  profits. 

(a)   Security 

Supplementing  measures  already  in  force  within  the  Community,  the  Union 
must  lay  down  standards  applicable  in  all  our  States  as  regards  wages,  pensions, 
social  security  and  working  conditions,  laying  particular  emphasis  on  rhe  prob- 
lems of  women  at  work. 

The  Union  must  afford  particular  protection  to  certain  categories  of  workers  : 
migrants,  the  handicapped. 

It  will  thus  provide  a  consensus  in  matters  of  social  justice,  without  which 
our  States  cannot  possibly  pursue  their  common  undertaking. 

(I))   Concertation 

The  gradual  transfer  to  the  European  level  of  some  powers  of  decision  in 
economic  policy  matters  reflects  a  step  which  large  firms  took  long  ago.  This 
parallel  development  means  that  the  practice  of  concertation  between  employers, 
workers  and  public  authorities  which  exists  to  some  extent  in  all  our  States, 
must  also  be  introduced  at  European  level. 

Framework  agreements  or  collective  European  settlements  must  be  reached 
by  means  of  concertation  in  individual  sectors. 

This  means  considerably  increasing  the  activity  of  the  Standing  Committee 
on  Employment.  This  body  will  have  to  be  consulted  during  preparation  of  the 
Union's  social  policy,  and  it  must  be  associated  with  its  implementation.  It  must 
have  a  right  of  initiative  vis-a-vis  the  European  Institutions  so  that,  along  with 
the  Parliament  and  the  Economic  and  Social  Committee,  it  can  act  as  a  spur 
to  the  development  of  the  social  side  of  the  Union. 

( c )    Worker  participation 

The  problem  of  the  place  of  workers  in  an  enterprise  arises  perhaps  in  differ- 
ing degrees  but  along  similar  lines,  in  all  our  countries.  In  view  of  the  increas- 
ing integration  of  economic  units  this  problem  should  be  solved  at  the  European 
Level  by  increasing  worker  participation  in  the  management,  control  or  profits 
of  businesses.  This  policy  fits  in  with  the  search  for  a  more  humane  just  society 
which  lies  at  the  heart  of  the  European  effort. 

Subsequent  developments  in  the  social  policy  of  the  Union  must  keep  pace  with 
progress  in  implementing  a  common  economic  and  monetary  policy.  In  partic- 
ular, the  operations  of  the  Social  Fund  must  be  increased  gradually  in  order, 
along  with  regional  aid,  to  act  as  a  corrective  to  any  imbalances  arising  in  the 
Community.  When  there  has  been  some  progress  towards  the  alignment  of  the 
economic  policies  of  the  Member  countries  the  internal  solidarity  of  the  Union 
will  have  to  find  more  conspicuous  expression,  in  particular  in  the  fight  against 
unemployment. 

2.  Regional  policy 

For  an  integrated  economic  and  monetary  unit  to  operate  harmoniously  there 
must  be  a  substantial  regional  policy  to  offset  tendency  of  the  market  to  con- 
centrate capital  and  activity  in  the  more  competitive  areas  of  the  Union.  Such 
a  policy  will  satisfy  the  clear  desire  in  all  our  countries  to  revive  the  regions. 

This  policy  must  necessarily  involve  a  net  transfer  of  resources  from  the  most 
prosperous  areas  of  the  Community   to  the  less  favoured   areas.   In  pair   these 
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transfers  will  be  made,  as  now.  through  national  regional  development  policies. 
However,  a  large  proportion  of  the  transfers  will  have  to  be  made  through  the 
community  budget,  either  directly  by  means  of  regional  aids,  or  indirectly  by 
the  effect  on  economic  structures  of  the  agricultural  and  industrial  policies.  The 
regional  policy  will  therefore  have  to  expand  gradually  in  step  with  progress 
made  in  aligning  the  economic  and  monetary  policies  of  the  member  countries. 
The  regional  policy  must  also  be  concentrated  on  the  most  economically  back- 
ward areas  of  the  Community.  Funds  must  be  allocated  on  the  basis  of  objec- 
tive criteria  applicable  to  the  whole  of  the  Community  without  national  quotas. 

conclusion 

The  common  policies  referred  to  in  this  chapter  are  the  very  substance  of 
European  Union.  They  give  substance  to  the  solidarity  which  binds  our  econ- 
omies and  our  currencies.  They  give  expression  to  the  desire  to  enable  all  re- 
gions  and  all  social  classes  to  share  the  common  prosperity  and  share  power. 
They  aim  to  restore  to  us  collectively  control  over  the  development  of  the  econ- 
omy, industry  and  energy  control  which  is  tending  to  slip  from  our  grasp  and 
which  is  essential  if  we  are  to  maintain  economic  activity  and  employment.  All 
in  all  they  offer  us  the  instruments  which  make  it  possible  to  strive  for  new 
growth  in  a  more  just,  more  humane  society. 

Economic  and  monetary  policy  which  forms  its  essential  basis  is  also  its  most 
tricky  aspect.  A  new  approach  can  nonetheless  give  results,  so  long  as  progress 
made  is  seen  as  part  of  a  long-term  conception,  arrived  at  after  thorough  discus- 
sion and  based  on  true  political  consensus. 

This  political  consensus  must  also  find  expression  in  the  approach  to  eco- 
nomic and  monetary  problems  at  national  level.  European  Union  will  be  on  the 
right  track  when  the  European  dimension  is  constantly  in  the  minds  of  the 
decision-makers  in  the  member  States,  when  European  action  is  no  longer  thought 
of  as  an  extension  of  minor  and  marginal  importance  of  a  national  policy  based 
of  national  interests,  when  European  decisions  and  action  are  accepted  as  the 
normal  means  of  controlling  our  society  and  guaranteeing  the  future.  Today  we 
must  push  aside  intellectual  barriers. 

Chapter  IV. — A  Citizen's  Europe 

The  construction  of  Europe  is  not  just  a  form  of  collaboration  between  States. 
Tt  is  a  rapprochment  of  peoples  who  wish  to  go  forward  together,  adapting  their 
activity  to  the  changing  conditions  in  the  world  while  preserving  those  values 
which  are  t  heir  common  heritage.  In  democratic  count  ries  the  will  of  governments 
alone  is  not  sufficient  for  such  an  undertaking.  The  need  for  it.  its  advantages 
and  its  gradual  achievement  must  he  perceived  by  everyone  so  that  the  effort 
and  the  sacrifices  arc  freely  accepted.  Europe  must  he  close  to  its  citizens. 

The  main  contribution  of  the  European  Union  in  this  field  has  been  described 
in  the  previous  chapter.  The  measures  taken  in  connection  with  the  social  policy 
of  the  Union,  as  regards  security,  concertation  and  participation  will  he  directly 
fell    in  the  daily  lives  of  Europeans.  They  will  emphasise  the  human  dimension 

of  the  undertaking. 

It    remains  now  for  me  to  set   out  additional  courses  of  action.  I  propose  that 

we  should  adopt  two  : 

'I  hr  protection  Of  the  ri'jlits  of  Europeans,  where  this  can  no  Longer  be  guar- 
anteed solely  by  individual  States  : 

Concrete  manifestation  of  European  solidarity  by  means  of  eatemal  Horn 
discernible  in  everyday  life. 

Without  going  into  details.  I  will  simply  Indicate  certain  areas  where  progress 
obviously  can  and  must  he  made. 

A.    PROTECTION    OF   RIGHTS 

/.  Fundamental  rights 
The  gradual  Increase  In  the  powers  of  the  European  institutions  which  will 

make  Itself   bit    While  the   Union   is  being  built    up,   will    make   it    imperative   to 
ensure    that    rights   and    fundamental    freedoms,    Including    economic    and    social 

rights,  are  hot h  recognised  and  protected,  in  this  the  Union  will  find  confirmation 

of  its  political  objectives. 

1  propose  that  the  European  Council  should  instruct  the  Institutions  t<>  propose 
how    host    to   set    abOUl    this    recognition    and    protection.    Thr    latter    nnst    ;it    all 

events  mean  that  individuals  will  have  the  right  of  direct  appeal  to  the  Court 
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of  Justice  against  an  act  of  an  Institution  in  violation  of  these  fundamental 
rights. 

2.  Consumer  rights 

The  Community's  efforts  to  introduce  common  standards  for  quality  control 
and  marketing  must  be  continued.  In  particular  they  must  be  better  motivated  and 
more  effectively  put  over.  European  consumers  must  be  made  to  understand  that 
tliey  are  being  afforded  real  protection  against  the  constant  possibility  of  fraud 
and  other  real  dangers.  The  individual  State  is  no  longer  always  in  a  position  to 
provide  this  guarantee  in  a  single  market  where  goods  are  moving  freely. 

The  Commission  should  examine  how  best  to  put  over  to  public  opinion  the 
role  of  Community  rules  in  consumer  protection  and  should  undertake  an  exten- 
sive consumer  information  programme  in  conjunction  with  the  relevant  organisa- 
tions and  associations  at  national  level. 

3.  Protection  of  the  environment 

It  is  obvious  from  the  geography  of  Europe  that  one  person's  environment  is 
also  another's  and  that  its  protection  cannot  remain  an  exclusively  national 
matter. 

In  a  single  market,  the  constraints  which  need  to  be  placed  on  industrial  pro- 
duction can  only  be  imposed  at  European  level.  The  fields  where  the  European 
Union  can  and  will  have  to  intervene  are  legion. 

Because  of  its  topicality  I  will  quote  an  example  of  what  we  should  do  and 
make  a  specific  proposal : 

The  European  Union  should  possess  a  common  body  responsible  for  regulating 
and  controlling  nuclear  power  stations,  with  identical  responsibilities  and  powers 
to  those  of  the  Nuclear  Regulatory  Commission  in  the  United  States.  Control 
should  be  exerted  over  the  siting,  construction  and  operation  of  the  power  sta- 
tions, the  fuel  cycles  and  the  disposal  of  radioactive  and  thermic  waste. 

The  psychological  reaction  throughout  the  whole  of  Europe  against  the  set- 
ting up  of  nuclear  power  stations  can  only  be  calmed  by  the  existence  of  a  su- 
pervisory body  offering  guarantees  of  strictness,  openness  and  in  particular 
independence.  These  guarantees  cannot  be  found  at  national  level  since  more 
often  than  not  our  States  are  themselves  involved,  directly  or  indirectly,  in  de- 
cisions as  to  siting  and  construction.  The  argument  in  favour  of  a  European  su- 
pervisory body  is  therefore  very  cogent :  it  is  a  question  of  rendering  the  necessary 
development  of  nuclear  energy  in  Europe  acceptable  to  public  opinion.  This  argu- 
ment is  given  additional  weight  by  the  fact  that  numerous  power  stations  are 
planned  for  frontier  zones  where  the  problems  arising  go  beyond  any  national 
considerations. 

B.    THE    EXTERNAL    SIGNS    OF    OUR    SOLIDARITY 

1.  As  regards  movement  of  persons,  measures  leading  to  uniformity  of  pass- 
ports and  later  to  a  passport  union  are  currently  under  discussion. 

I  propose  that  in  addition  the  European  Union  should  set  as  its  aim: 

The  gradual  disappearance  of  frontier  controls  on  persons  moving  between 
member  countries,  as  a  corollary  of  passport  union  ; 

Improved  transport  and  communication,  if  necessary  by  harmonising  rules. 
and  by  abolishing  tariffs  which  discriminate  between  national  transport  and 
telecommunications  and  those  taking  place  within  the  Union  ; 

The  simplification  of  procedures  for  refunding  medical  expenses  incurred  by 
Union  citizens  in  another  country  of  the  Union.  Existing  provisions  are  inade- 
quately understood  due  to  their  administrative  complexity  and  a  lack  of  infor- 
mation. This  ''Health  Europe"  must  be  given  life. 

The  day  that  Europeans  can  move  about  within  the  Union,  can  communicate 
among  themselves  and  when  necessary  receive  medical  care  without  national 
frontiers  adding  to  the  problems  of  distance,  European  Union  will  become  for 
them  a  discernible  reality. 

2.  Similarly  we  must  encourage  greater  integration  in  educational  matters  by 
promoting  student  exchanges.  The  aim  is  to  give  Europeans  of  tomorrow  a 
personal  and  concrete  impression  of  the  European  reality  and  a  detailed  knowl- 
edge of  our  languages  and  cultures  since  these  constitute  the  common  heritage 
which  the  European  Union  aims  sj>ecirically  to  protect. 

I  propose  that  a  pragmatic  solution  should  be  found  to  the  delicate  matter  of 
the  equivalence  of  diplomas  and  studies,  this  being  the  main  obstacle  in  the  way 
of  integration  of  educational  systems. 

Our  governments  should  : 
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Foster  bilateral  or  multilateral  agreements  between  universities  and  educa- 
tional institutions  under  which  the  latter  would  undertake  to  organise  student 
exchanges. 

(Jive  these  agreements  a  legal  status  enabling  reciprocal  recognition  to  be 
given  to  studies  in  various  se<  tors. 

In  this  way  we  would  be  reviving  the  zeal  for  movement  and  mutual  enrich- 
ment which  intellectual  Europe  has  known  in  the  past  In  addition  there  should 
be  initiatives  based  on  the  achievements  of  the  ''Office  Fraino-Alleniand  de  la 

Jeum 

.'->.  I  propose  that  a  serious  effort  should  be  made  to  promote  collaboration  be- 
tween information  bodies,  in  particular  radio  and  television,  to  encourage  the 
spread  of  information  and  better  knowledge  of  each  other. 

Such  collaboration  will  be  of  particular  significance  in  the  context  of  direct 
elections  to  the  European  Parliament  which  will  provoke  throughout  Europe  an 
electoral  campaign  on  European  themes. 

CONCLUSION 

The  proposals  for  bringing  Europe  nearer  to  the  citizen  are  directly  in  line 
with  the  deep-seated  motivations  behind  the  construction  of  Europe.  They  give 
it  its  social  and  human  dimension.  They  attempt  to  restore  to  us  at  Union  level 
that  element  of  protection  and  control  of  our  society  which  is  progressively 
slipping  from  the  grasp  of  State  authority  due  to  the  nature  of  the  problems 
and  the  internationalisation  of  social  life.  They  are  essential  to  the  success  of 
the  undertaking  in  that  it  is  not  enough  for  the  Community  of  the  future  to 
exist :  it  must  also  be  seen  to  exist. 

A  strenuous  effort  must  be  made  by  the  European  Institutions  and  by  govern- 
ments to  improve  the  way  in  which  our  common  activity  is  presented  to  public 
opinion  and  to  link  the  daily  decisions  of  the  Institutions  to  the  motivations 
behind  the  construction  of  Europe  and  to  the  idea  of  society  which  is  inherent 
in  it. 

Some  of  the  additional  schemes  proposed  in  this  chapter  are  the  responsibility 
of  public  authorities:  this  applies  for  example  to  the  movement  of  persona  <>r 
the  protection  of  human  rights.  However,  other  activities  fall  within  spheres 
where  private  enterprise  normally  plays  an  important  role,  as  in  the  case  of 
human  contacts,  youth  exchanges  and  certain  aspects  of  Information  and  culture. 

With  this  in  mind,  I  propose  that  the  European  Council  should  decide  to  create 
a  European  Foundation,  to  be  financed  partly  by  subsidies  from  the  Community 
or  the  States  but  whose  activities  will  to  a  large  extent  be  financed  from  private 
funds.  Its  object  will  be  to  promote,  either  directly  or  by  assisting  existing 
bodies,  anything  which  could  help  towards  greater  understanding  among  our 
people-  by  placing  the  emphasis  on  human  contact:  youth  activities,  university 
exchanges,  scientific  debutes  and  symposia,  meetings  between  the  socio-profes- 
sional  categories,  cultural  and  information  activities.  This  Foundation  will  also 
have  ;i  role  to  play  in  extending  abroad  the  activities  of  a  United  Europe. 

By  virtue  of  its  character,  this  Foundation  will  often  be  able  to  Intervene 
more  flexibly  and  more  effectively  than  national  or  European  authorities.  If  will 
also  offer  the  Innumerable  supporters  of  European  unification  in  our  countries 

an  opportunity  to  make  ;i  persona]  contribution  by  aiding  the  Foundation,  in 

this  manner  it   will  be  more  clearly  apparent   that  the  creation  Of  the  Union  can 
;ind    must    be  a   matter   for  us   all. 

('Haiti. u  v.     Strengthening  tin:   [nstitutions 
The  preceding  chapters  have  described  the  content  of  European  Union,  a  stage 

which    will    both   prolong  and   extend   to  new   areas  the  efforts  which   have   been 

made  over  the  Inst  26  years.  We  must  now  examine  h<>w  it  should  work: 

From  the  consultations  which  I  have  had  in  each  Of  our  countries.  I  Inive 
drawn  the  following  conclusions  : 

European  Union  can  and  must  be  built  upon  the  Institutional  bases  already 
accepted  by  the  Member  states  within  the  framework  of  the  existing  Treaties : 

This  will  require  an  improvement  in  the  performance  of  the  Institutions, 
whose  authority  has  been   reduced  as  is  too  often  shown  by  the  absence  or 

tardiness    of    decisions.     In    certain    cases     this    may     well     necessitate    Treaty 

amendment 

Strengthening  the  institutional  machinery  is  all  the  more  necessary  since  the 
tasks  which  our  institutions  will  undertake  are  evidently  difficult.  The  European 
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Community  has  integrated  markets.  The  European  Union  must  integrate  policy. 
The  qualitative  change  which  this  vision  demands  depends  upon  the  decision- 
making process,  that  is  to  say  upon  the  institutions. 

A  return  to  intergovernmental  co-operation  would  not  help  to  solve  European 
problems.  Such  co-operation  tends  to  underline  the  differences  of  power  and 
interests  between  our  countries  and  does  not  meet  our  collective  needs.  It  is 
therefore  a  common  institutional  apparatus  which  must  be  reinforced. 

To  achieve  European  Union  we  must  henceforth  be  able  to  find  in  the  different 
European  institutions  the  authority  needed  to  define  a  policy,  the  efficiency 
needed  for  common  action  and  the  legitimacy  needed  for  democratic  control. 
It  also  implies  that  the  institutions  should  have  that  coherence  of  vision  and  of 
action  which  alone  will  allow  them  to  define  and  then  pursue  a  policy.  It  is 
with  these  four  criteria  of  authority,  efficiency,  legitimacy  and  coherence  in 
mind  that  we  must  determine  what  changes  should  be  brought  about  in  the 
function  of  European  Institutions. 

A.   THE  PARLIAMENT 

Direct  elections  to  the  Parliament  will  give  this  Assembly  a  new  political 
authority.  At  the  same  time  it  will  reinforce  the  democratic  legitimacy  of  the 
whole  European  institutional  apparatus. 

1.  The  Powers  of  the  Parliament 

A  consequence  of  the  Parliament's  new  authority  will  be  an  increase  in  its 
powers,  which  will  take  place  gradually  in  the  course  of  the  progressive  develop- 
ment of  the  European  Union,  notably  through  a  growing  exercise  of  the  legisla- 
tive function.  It  goes  without  saying  that  the  Parliament  should  assume  an  im- 
portant responsibility  in  the  construction  of  the  Union. 

I  propose  that : 

The  Council  should  immediately  allow  the  Parliament  to  take  initiatives  by 
undertaking  to  consider  the  resolutions  which  Parliament  addresses  to  it.  This 
will  permit  the  Assembly  to  make  an  effective  contribution  towards  defining 
common  policies. 

In  the  course  of  the  progressive  development  of  the  European  Union  this  prac- 
tice should  be  enshrined  in  a  Treaty  amendment  which  would  accord  to  the  Par- 
liament a  real  right  of  initiative. 

Parliament  should  be  able,  immediately,  to  consider  all  questions  within  the 
competence  of  the  Union,  whether  or  not  they  derive  from  the  Treaties.2 

2.  General  Orientation  Debates 

The  elected  Parliament  should  influence  the  general  direction  of  the  Union's 
activities  and  focus  public  attention  by  holding  large  scale  political  debates.  To 
enhance  the  authority  of  these  debates  it  is  highly  desirable  that  the  leaders  in 
each  of  our  countries  should  be  able  to  take  part  in  them,  even  if  the  function 
that  they  fulfil  at  the  national  level  does  not  in  fact  allow  them  to  stand  for 
election  to  the  European  Parliament. 

To  this  end  I  submit  for  the  Parliament's  consideration  the  following  two 
proposals : 

(a)  The  Parliament  should  organise  at  least  once  a  year  (that  is  to  say, 
according  to  the  proposals  set  out  below,  once  under  each  Presidency)  a  debate 
on  the  state  of  the  Union  and  the  functioning  of  the  institutions. 

(b)  Invitations  to  take  part  in  this  debate  and  other  debates  of  comparable 
importance  should  be  extended,  both  to  the  President  of  the  European  Council, 
and  to  a  limited  number  of  leading  politicians  who  are  not  members  of  the 
European  Parliament  chosen  according  to  criteria  to  be  decided.  These  invited 
politicians  would  be  able  to  address  the  Parliament. 

B.     THE    EUROPEAN     COUNCIL 

The  institutional  structures  set  up  by  the  Treaties  have  shown  themselves  in 
practice  to  be  too  weak  to  give  the  necessary  continuing  political  momentum 
needed  for  the  construction  of  Europe.  This  is  what  led  the  beads  of  govern- 
ment to  meet,  initially  occasionally,  and  then  regularly  under  the  name  of 
"European  Council". 

So  that  the  European  Council  should  really  bring  something  new  to  the  func- 
tioning of  the  institutions  by  strengthening  the  Union's  decision-making  capacity, 
I  submit  to  it  the  following  propositions  defining  its  role  and  its  method  of 
working : 
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1.  The  European  Council  is  to  make  coherent  general  policy  statement*,  emanat- 
ing from  a  global  vision  of  problems.  This  is  an  indispensable  precondition  for  an 
attempt  to  produce  a  common  policy. 

2.  Within  this  framework  the  heads  of  government  will  collectively  use  the 
authority  which  they  have  at  the  national  level  to  give  from  within  the  European 
Council  the  momentum  which  is  needed  for  the  construction  of  Europe,  and 
io  co-operate  in  the  search  for  that  political  agreement  which  will  allow  progress 
to  be  maintained,  in  spite  of  difficulties. 

3.  To  ensure  that  it  functions  as  an  efficient  institution  while  maintaining  a 
large  measure  of  flexibility,  the  European  Council : 

Will,  when  it  takes  decisions  on  Community  matters,  act  in  the  form  and 
according  to  the  procedures  of  the  Treaties.  The  presence  of  the  Commission  at 
European  Council  meetings  is  to  be  the  guarantee  of  this  ; 

In  other  cases  will  formulate  its  decisions  or  general  policy  statements  in 
such  a  way  that  they  can  serve  as  guidelines  for  those  to  whom  their  execution 
is  entrusted.  The  European  Council  will  always  indicate  the  institution  or  the 
organisation  entrusted  with  executing  its  decisions  : 

Will  at  the  same  time  indicate,  if  necessary,  the  timescale  for  the  execution 
of  the  decision  : 

And  the  preparation  of  its  meetings  is  to  be  the  responsibility  of  the  Council 
of  Ministers  (Foreign  Affairs). 

c.    THE   COUNCIL 

The  Treaties  lay  down  the  powers  and  the  procedures  of  the  Council  in  the 
Community  held.  When  it  acts  in  fields  of  Union  activity  not  covered  by  the 
Treaties,  the  competence  of  the  Council  will  derive  for  the  present  from  the 
political  commitment  of  the  Member  States  and  will  later  be  confirmed  by  a 
juridical  instrument. 

To  reinforce  the  authority  and  efficiency  of  the  Council  its  activity  should 
become  more  coherent,  faster  and  more  continuous. 

To  this  end  I  have  formulated  the  following  proposals  : 

l.  Coherence 

(a)  The  Council  of  Ministers  (Foreign  Affairs)  should  be  entrusted  by  a 
decision  of  the  European  Council  with  co-ordinating  in  the  most  appropriate 
manner  the  activities  of  the  specialist  Councils. 

ib)  The  distinction  between  ministerial  meetings  devoted  to  political  co-opera- 
tion and  meetings  of  the  Council  should  be  abolished.  The  abolition  of  this 
distinction  would  not  however  effect  the  current  procedures  for  preparing  the 
diplomatic  discussions  of  the  Ministers. 

Speeding  up  the  decision-making  process  requires  greater  use  of  majority 
mechanisms. 

(a)  Recourse  to  majority  voting  in  the  Council  should  become  normal  prac- 
tice in  t  be  <  Jommunity  field. 

ibi  in  those  sectors  of  external  relations  where  the  Member  states  have 
undertaken  to  pursue  a  common  policy,  they  must  be  able  speedily  to  reach 
decisions  and  to  ad  when  faced  with  a  crisis.  Tins  implies  that  by  analogy  wilb 
the  Institutional  mechanisms  of  the  Treaties,  minority  opinion  should,  in  these 
sectors,  rally  t"  the  view  of  the  majority  ;it  the  end  of  the  discussion. 

.;.  Continuity 

i.i  i  a  Treaty  amendment  should  extend  to  a  whole  year  (be  term  of  the 
Presidency  of  the  European  Council  and  the  Council  in  order  io: 

si  rengthen  the  authority  of  the  Presidency, 

Permit    ;i    more   eoberenl    dialogue   between    Ihe    Parliament    and    (be    Council, 

Lend  more  continuity  to  its  activity. 

(b)  The  European  Council  and  the  Council  should  entrust  special  or  tem- 
porary tasks,  Like  a  negotiation  or  study,  to  the  Commission,  t<>  a  single  country 

or   to   one   "i-   more    persons    independently    of   Changes    in    the    Presidency.    This 
Should  in   no  w;iy  diminish  tbe  powers  wbioh  the  Commission  derives  from   tbe 

Treaties. 


•  The  extension  <»r  tin-  competence!  --f  the  European  Union  nmi  consequently  those  of 
the  European  Parliament  to  matters  iiitii.-rto  discussed  In  the  Assembly  ol  the  western 
European  Union,  leads  one  to  question  the  oeed  to  maintain  tin-  activity  ol  the  parllamen« 
tary  Institution  of  the  WEU, 
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D.    THE    COMMISSION 

/.  Role  of  the  Commission 

Under  the  terms  of  the  Treaty  the  Commission  can  considerably,  influence 
the  determination  of  common  policies  by  the  proposals  which  it  submits  to  the 
Council.  It  must  do  this  unreservedly  by  regularly  making  the  Council  aware 
of  its  responsibilities. 

It  must  not,  however,  restrict  itself  to  making  proposals.  It  must  reassert  its 
freedom  of  action  within  the  framework  of  agreed  Community  policies.  This 
will  enable  it  to  add  its  own  brand  of  dynamism  to  the  building  of  the  European 
Union.  This  freedom  of  action  was  best  expressed  by  the  powers  granted  to  the 
High  Authority  of  the  Coal  and  Steel  Community.  We  must  follow  this  example. 

I  suggest  that : 

For  the  execution  and  administration  of  common  policies  within  the  Com- 
munity greater  use  should  be  made  of  Article  155  of  the  Treaty  which  makes  pro- 
vision for  such  powers  to  be  conferred  on  the  Commission. 

The  European  Council  should  ask  both  the  Commission  and  the  Council  to 
prepare  a  report  for  it  on  instances  where  this  provision  could  be  applied  today 
or  in  the  near  future. 

2.  The  cohesion  of  the  Commission 

In  order  to  give  the  European  Commission  increased  authority  and  cohesion  I 
suggest  that  the  Treaties  be  amended  as  follows  : 

(a)  The  President  of  the  Commission  will  be  appointed  by  the  European 
Council. 

(b)  The  President  when  appointed  will  have  to  appear  before  the  Parliament 
to  make  a  statement  and  have  his  appointment  confirmed  by  vote. 

(c)  The  President  of  the  Commission  will  then  appoint  his  colleagues  in  con- 
sultation with  the  Council  and  bearing  in  mind  the  number  of  Commissioners 
allocated  to  each  country. 

While  we  are  waiting  for  this  amendment  to  be  made  to  the  Treaty  I  suggest 
that  the  President  of  the  Commission  which  is  to  come  into  power  on  1  January 
1977  should  be  appointed  by  the  European  Council  at  its  second  meeting  in  1976, 
that  he  appear  before  the  Parliament  and  then  help  the  Member  States  to  pre- 
pare for  the  Council  meeting  which  will  appoint  the  other  members  of  the 
Commission. 

E.  THE  COURT  OF  JUSTICE 

The  Court  of  Justice  stressed  in  its  report  on  European  Union  that  the  Com- 
munity constitutes  a  "state  of  law"  and  that  this  characteristic  must  be  main- 
tained within  the  Union.  This  is  an  essential  factor  conferring  legitimacy  upon 
our  undertaking  which  leads  me  to  formulate  the  following : 

(a)  In  the  new  sectors  covered  by  the  Union,  the  Court  must  have  powers 
identical  to  those  which  it  has  at  present,  if  it  is  to  be  able  to  interpret  the 
law  of  the  Union,  to  annul  the  acts  of  the  Institutions  not  in  accordance  with 
the  Treaties  and  to  point  out  shortcomings  on  the  part  of  the  State  ; 

(b)  Individuals  must  also  be  able  to  appeal  directly  to  the  Court  of  Justice 
against  an  act  of  one  of  the  institutions  of  the  Union  infringing  their  basic- 
rights  : 

(c)  Once  European  Union  has  gained  its  own  momentum  we  should  examine 
whether  the  Community's  current  legal  system  can  be  improved  or  extended  :  the 
Court  has  made  proposals  about  this. 

F.  JOINT  COMMUNITY  ORGANISATIONS 

1.  In  Chapter  III  of  this  report  I  indicated  how  the  activities  of  the  Standing 
Committee  on  Employment  should  develop.  This  development  is  in  line  with 
the  need  to  introduce  into  the  Institutions  of  the  Union  elements  of  concertation 
and  worker  participation  in  decision-making  with  which  wo  are  familiar  in  all 
our  States. 

2.  The  Economic  and  Social  Committee,  which  is  made  up  differently,  must 
carry  on  its  work.  This  is  of  considerable  service  to  the  Community,  since  it 
draws  representatives  from  various  socio-professional  categories  into  common 
policy  making.  Tt  must  be  regularly  consulted  on  the  development  of  economic 
and  social  policy,  on  consumer  protection  and  on  the  abolition  of  technical 
obstacles  to  trade. 

3.  The  important  role  played  by  the  Committee  of  Permanent  Representative* 
(COREPER)    in   the  decision-making  machinery  of  the   Community   must   be 
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officially  recognised  in  the  European  Union.  I  suggest  that  when  at  COREPER 
level  there  is  a  consensus  between  the  member  countries  and  the  Commission  on 

a  decision  to  he  taken  it  should  be  taken  at  this  level  on  the  authority  of  the 
Council.  Today  these  decisions  are  passed  up  to  the  next  Council  meeting  which 
approves  them  without  discussion  (in  the  form  of  "A  points")  and  this  pro- 
cedure  is  legal  red  tape  which  we  can  do  without. 

The  Permanent  Representatives  must  make  a  real  contribution  to  work  on 
European  policy  proposals  in  their  own  countries,  so  as  to  become  the  indis- 
pensable bond  between  the  formation  of  national  points  of  view  and  the  process 
of  joint  decision-making, 

4.  The  Political  Committee  has  proved  how  effective  it  is  in  preparing  the 
diplomatic  discussions  of  Ministers.  The  creation  of  a  single  decision-making 
centre  in  the  form  of  the  Council  must  not  change  either  its  powers  or  its 
composition. 

I  find  however  that  the  pragmatic  development  of  the  organs  of  political  co- 
operation has  chiefly  been  designed  to  work  out  common  positions  on  topical 
problems.  We  are  equipped  to  react  rather  than  to  act.  In  order  to  adapt  to  a  situ- 
ation where  there  will  be  a  lot  of  joint  action  on  external  policy  the  Ministers 
of  Foreign  Affairs  will  have  to  see  that  the  existing  machinery  is  improved. 

5.  The  construction  of  Europe  must  take  into  account  the  general  trend  towards 
administrative  decentralisation  which  exists  in  all  our  countries.  The  Institutions 
of  the  Union  will  have  to  make  sure  that  specialised  executive  bodies  are  set  up 
as  required  to  take  on  specific  tasks.  These  bodies  will  have  to  have  llexible  rules 
enabling  there  to  be  personal  responsibility  under  the  aegis  of  the  institutions. 

G.    TIIK    DELEGATION    OF   EXECUTIVE   POWER 

The  effectiveness  of  an  institutional  system  does  not  just  depend  on  the  powers 
which  are  attributed  to  the  Institutions  but  also  on  the  way  in  which  they  are 
exercised. 

In  this  held  there  is  one  principle  which  I  feel  is  essential  if  we  are  to  have 
European  Union:  that  of  the  delegation  of  executive  point:  This  delegation  must 
become  the  general  rule  if  we  wish  to  develop  that  degree  of  efficiency  which 
is  vital  to  the  institutional  system.  If  is  both  necessary  as  a  tool  of  common 
action  and  as  a  visible  external  sign  of  our  solidarity. 

As  to  the  principle  of  delegation  I  suggest  acting  as  follows: 

(a)  All  policy  worked  out  in  common  should  normally  be  implemented  by  a 
body  <<r  a  person  empowered  to  do  so  ; 

lb)  Consequently  every  decision  should  specify  the  appropriate  executive 
body  : 

(c)  This  executive  body  should  have  at  its  disposal,  within  the  framework  of 
a  common  policy,  the  necessary  freedom  of  action  to  carry  out  its  mandate 
properly. 

The  practice  of  delegation  should  apply  particularly  to  the  Council.  Because 
of  the  Increase  in  common  tasks  the  Council,  if  it  is  to  be  efficient,  must  concen- 
t  rate  on  its  decision-making  role  and  adopt  t  he  following  measures  : 

i  ;i )  in  t  lie  Community  sector : 

l     e  A  it  Icle  165  of  t  he  Treaty  as  described  in  C  above  : 
Delegate  some  of  its  power  to  COREPER  as  described  in  V  above  ; 
(  b i   in  the  non-4 immunity  sector : 

Grant  real  delegation  of  power,  going  beyond  the  role  of  a  mere  spokesman, 
for  the  daily  application  of  policies  worked  out  together; 
Enhance  tie-  role  of  the  Presidency  for  this  purpose: 
Use,  when  circumstances  BO  dictate,  the  States  and  their  diplomatic  machinery 

as  .i ui horised  aL,rent<  of  t he  I taton  ; 

Make  considerable  use  of  the  Community  Institutional  machinery  which  Europe 
already  possesses. 

The  distinction  between  \\h:it  docs  and  whal  does  not  fall  within  the  sphere 
of  the  Community  cannot  be  maintained  in  an  absolute  fashion  ai  the  execu 
i  i\  <•  stage  nor  ai  the  decision-making  Btage. 

The  existence  of  a  single  deeisioii  making  centre  supplemented  by  I  he  prin- 
ciple of  the  delegation  of  executive  power  will  enable  lis  politically  lo  make  the 
besl  aM  of  the  available  executive  bodies,  while  still  adhering  to  the  Treaties, 
and  will  give  our  action  the  flexibility  necessary  to  deal  with  complex  situations. 
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CONCLUSION 

The  qualitative  change  connected  with  European  Union  and  emphasised  in 
each  of  the  chapters  of  this  report  is  also  found  in  the  institutional  field.  It 
does  not  necessarily  mean  an  upheaval  of  the  existing  institutional  framework. 
But  it  does  mean  increasing  its  authority,  its  efficiency,  its  legitimacy  and  its 
coherence. 

Much  that  is  already  under  consideration  within  the  Community  points  in 
this  direction,  in  particular  direct  elections  to  the  Parliament  and  the  comple- 
tion of  the  system  of  own  resources  which  will  be  in  force  before  1980.  As  pro- 
vision has  already  been  made  for  these  I  did  not  think  there  was  any  point  in 
dealing  with  them  here,  but  I  want  to  emphasise  their  significance  and  the  need 
for  them. 

The  enhancement  of  the  role  of  the  European  Council  and  the  Parliament,  the 
extension  of  the  use  of  majority  decision-making  and  the  co-ordination  of  the 
Council's  activities,  the  increased  influence  and  cohesion  of  the  Commission,  the 
delegation  of  executive  power  are  the  chief  measures  which  must  be  taken  im- 
mediately if  European  Union  is  to  progress. 

In  the  last  resort  the  institutional  framework  will  reflect  the  spirit  behind 
it.  It  is  the  political  consensus  of  our  States  described  in  the  first  chapter  of 
this  report  which  must  give  new  life  to  the  common  institutions.  The  belief 
that  the  Union  is  vital  and  necessary  will  enable  us  to  overcome  conflicts  of 
interest  and  differences  of  opinion.  Only  the  will  to  achieve  Union  can  give  the 
necessary  powers  to  the  common  institutions.  Without  this  political  kiss  of  life 
the  Institutions  of  the  Union  will  always  lack  substance  and  force. 

Chapter    VI. — General    Conclusions 

This  report  attempts  to  give  an  overall  picture  of  the  European  Union  and 
of  the  means  of  achieving  it.  The  conclusions  reached  therein  have  been  given 
in  the  preceding  chapters. 

The  task  of  our  Governments  and  of  the  European  Institutions  consists : 

In  the  first  place,  in  arriving  at  a  political  consensus  on  the  aims  and  main 
features  of  the  Union  in  terms  which  give  expression  to  the  deep  aspirations  of 
our  peoples ; 

Then,  in  determining  the  consequences  of  this  choice  in  the  various  areas  of 
the  Union's  internal  and  external  activities  ; 

In  setting  in  motion,  by  positive  action  in  each  of  those  fields,  the  dynamic 
process  of  attaining  the  Union  under  conditions  which  give  credibility  to  the 
European  undertaking :  and  in  strengthening  the  institutional  machinery  to  en- 
able it  to  cope  with  the  tasks  awaiting  it. 

The  progress  achieved  as  a  result  will  gradually  transform  the  nature  and 
intensity  of  relations  between  our  States.  It  is  foreseeable  that  other  European 
democratic  States  will  want  to  join  the  undertaking.  This  will  be  open  to  them, 
on  condition  that  they  accept  the  overall  view  of  the  European  Union  as  well 
as  the  constraints  imposed  by  its  gradual  creation.  New  accessions  must  not 
slow  down  the  development  of  the  Union  nor  jeopardize  it. 

The  attainment  of  the  European  Union  will  certainly  not  be  easy.  It  is, 
however,  essential  and  deserves  the  support  of  everyone. 

For  thirty  years  the  relative  weight  and  influence  of  our  States  in  the 
world  has  been  continually  reduced.  In  step  with  this,  the  national  govern- 
ments' hold  over  the  means  that  make  it,  possible  to  influence  the  future  of 
our  societies  has  constantly  diminished.  Both  internally  and  externally,  the 
room  for  manoeuvre  of  the  individual  States  has  decreased.  They  attempt  to 
maintain  their  balance  in  the  face  of  pressures  and  factors,  internal  as  well 
as  external,  which  are  outside  their  control.  The  danger  of  the  effects  of  this 
two-fold  spiral  of  powerlessness  is  great;  it  leads  from  weakness  to  dependence, 
which  itself  is  a  source1  of  further  losses. 

The  construction  of  Europe  is  the  only  all-inclusive  answer  to  this  challenge; 
it  derives  spontaneously  from  the  will  of  our  peoples  and  is  embodied  in  the  work 
of  the  Founding  Fathers  of  Europe.  It  is  tin1  only  answer  which  seeks  every- 
where to  regain  some  of  the  control  and  power  which  is  slipping  from  us.  and 
to  enable  us  to  build  the  society  in  which  we  want   to  live. 

The  establishment  of  the  Community  was  the  first  stage  of  this  historic 
undertaking.  The  European  Union  which  will  extend  our  joint  action  to  new 
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sectors  and  reveal  more  clearly  the  outlines  of  the  society  that  lies  beneath  it 
IS  the  Stage  that  follows.  This  is  how  it  must  he  understood  and  achieved. 

At  a  time  when  unemployment  and  inflation  are  rampant  in  all  our  countries, 
where  everyone  questions  the  causes  of  the  weakness  of  our  economic  and  poli- 
tical structures,  and  when  the  prosperity  of  Europe  depends  on  factors  out- 
side our  control,  the  European  effort  must  leave  no  one  indifferent.  Each  of  us 
must  participate  in  the  common  effort  in  order  that  we  may  together  regain 
an  adequate  grip  on  the  economy  and  on  inflation  to  ensure  orderly  growth,  and 
that  we  may  together  shape  a  more  just  society  in  which  our  common  values 
are  observed  so  that  we  can  make  our  voice  heard  in  the  world  with  the 
power  of  our  Union  behind  it.  On  that,  in  the  end,  will  depend  tomorrow  our 
way  of  life  and  that  of  our  children. 
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J>.(\:  attended  University  of  Maryland:  Cornell  University,  B.S.  degree.  1948; 
George  Washington  University.  M.A.  degree  in  public  administration,  1958; 
U.S.  Army  Medical  Department  1943-46.  Pacific  theatre:  appointed  Maryland 
House  of  Delegates,  January  1953:  elected  Maryland  House  of  Delegates.  19.14: 
elected  Republican  State  Central  Committee.  1958;  elected  Maryland  Senate, 
1962;  member,  Franklin  Delano  Roosevelt  Memorial  Commission:  chairman, 
Committee  on  World  Environment  and  International  Cooperation  of  Members 
of  Congress  for  Peace  through  Law;  married  Jane  Wheeler  Callaghan.  Wash- 
ington. D.C.,  June  19.  1948:  three  sons,  Gilbert.  Jr.,  Gregory  Adolph,  Daniel 
Callaghan  :  two  daughters,  Mrs.  Sharon  Giraldi,  Adrienne  Ann  ;  member  of  Little 
Flower  Catholic  Church  :  elected  November  8,  1966.  Member.  Committee  on  Gov- 
ernment Operations  and  Committee  on  the  District  of  Columbia. 

LEE  HERBERT  HAMILTON,  Democrat,  of  Columbus.  Ind.  :  born  in  Day- 
tona  Reach.  Fla.,  April  20.  1931  ;  graduated,  Central  High  School.  Evansville, 
Ind..  1948:  from  DePauw  University  (A. P..  cum  laude)  in  1952:  Goethe  Univer- 
sity. Frankfurt  on  Main,  Germany,  on  scholarship  for  study  and  travel  1952-53; 
and  Indiana  University  School  of  Paw.  J.D.  1956;  honorary  doctor  of  laws, 
DePauw  University,  1971;  married  the  former  Nancy  Ann  Nelson  August  21. 
1954;  three  children,  Tracy  Lynn.  Deborah  Pee.  and  Douglas  Nelson:  practicing 
attorney  in  Columbus.  Ind.  :  instructor  in  contracts  and  negotiates  at  American 
Banking  rnstitute  :  treasurer.  Bartholomew  County  Young  Democrats  1960-63  and 
president  1963-64  :  member  of  First  Methodist  Church  in  Columbus  and  active  in 
church,  civic,  and  community  affairs:  received  Distinguished  Service  Award. 
Junior  Chamber  of  Commerce,  in  1962:  president  89th  Democratic  Congressional 
Club,  reelected  in  1907;  elected  November  3,  1904,  Chairman.  Subcommittee  on 
Near  Easl 

JAMES  P.  JOHNSON.  Republican,  of  Port  Collins.  Colo.  :  born  in  Yankton,  S. 
Dak..  June  2.  1990;  P. A.,  Northwestern  University,  1952;  PP.P..  University 
of  Colorado,  1959;  served  in  the  U.S.  Marine  Corps,  1952-56;  prosecuting  attorney. 
Eighth  Judicial  District,  Colorado;  municipal  judge.  Ault.  Colo..  1962-65;  mem- 
ber. Poudre  Il-l  School  Board,  Port  Collins.  Colo..  1909-71  :  president,  Larimer 
County  liar  Association:  elder,  First  United  Presbyterian  Church.  Port  Collins, 
Colo.:  member:  board  of  trustees.  San  Francisco  Theological  Seminary:  board  of 
directors.  Fort  Collins.  Colo..  Chamber  of  Commerce.  1968  70:  charter  member, 
Dean's  l.nw  Club,  University  of  Colorado:  married  Nancy  Brown  6t  Qconomwoc, 
Wis..  1952;  three  children:  De;i  Lynn.  Julie  Conner,  and  Drake  Part  el  ;  elected 
to  the  93d  Congress,  November  7,  1972;  reelected  to  the  91th  Congress,  Novem- 
ber 0.  1974 

ROBERT  J.  LAGOMARSINO,  Republican,  of  Ventura,  Calif.:  born  in  Ven- 
tura,  Ventura  County,  Calif.,  September  4,  1926 :  University  of  California  at  Santa 
Barbara,  June  1950,  Santa  Clara  Law  School.  LL.B.,  1953;  admitted  to  the  Cali- 
fornia I»;i  r.  195  I  :  Commenced  prad  ice  of  law  in  Ventura,  Calif.  ;  served  in  the  1  '.s. 
Navy  during  World  War  II,  l'.Hi  16;  elected  to  the  Ojai  city  Council.  L958;  8 
iis  later,  elected  mayor;  reelected,  i960;  elected  to  the  California  Senate, 
by  special  election,  Octobers,  1961  ;  reelected,  1901:  elected  in  1966  to  represent 
(lie  newly  created  24th  senatorial  district:  reelected  in  1!>70:  tirst  legislator  to 
receive  the  Legislative  Conservationist  of  (be  Year  Award  by  the  California  and 

National  Wildlife  Federation  in  1965;  member  of  the  House  International  Rela- 
tions Committee  and  the  House  Interior  and  tnsular  Affairs  Committee :  married 
Norma  Smith,  I960,  three  children;  elected  t<»  the  !»:;ii  Congress,  by  special  elee- 
t  inn.  March  5,  P»71.  to  till  the  vacancy  caused  by  (lie  death  of  Charles  M.  Teague  : 
reelected  to  t he  941 h  Congress. 

MIKE  McCORMACK,  Democrat,  of  Richland,  Wash.:  born  in  Basil,  <>hio. 
December  14,  1821;  educated  .-it  University  of  Toledo  and  Washington  state 
entered  military  service,  L943,  as  Infantry  rifleman;  attended  D.C.S.  and  com- 
med  Bfl  second  Lieutenant,  parachute  Infantry  :  occupation  duty  in  Germany 
entered  military  service.  1943,  as  infantry  rifleman  ;  occupation  duty  in  Germany 
until   i!ii<;;  honorable  discharge  :is  first   lieutenant;   Instructor,   CJniversitj    of 
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Puget  Sound,  1949-50;  research  scientist,  Hanford  Project,  1950-70;  elected  to 
Washington  State  House  of  Representatives,  1956;  reelected  1958;  elected  to 
Washington  State  Senate,  1960  ;  reelected  1964  and  1968;  sponsor  of  all  of  State's 
nuclear  energy  legislation:  coauthor  and  prime  sponsor  of  1970  Thermal  Power 
Plant  Siting-  Act :  author  of  the  Solar  Heating  and  Cooling  Demonstration  Act  of 
1974.  the  Solar  Research,  Development,  and  Demonstration  Act  of  1974,  and  the 
Geothermal  Research,  Development  and  Demonstration  Act  of  1974;  member, 
American  Legion,  V.F.W.,  Masons,  Shrine,  Grange,  American  Nuclear  Society, 
American  Association  for  the  Advancement  of  Science ;  married  Margaret  Higgins 
of  Toledo,  1947  :  three  children  :  Mark,  Steven,  and  Tim  ;  elected  to  92d  Congress, 
November  3.  1970 ;  reelected  to  the  93d  and  94th  Congresses. 

HELEN  STEVENSON  MEYNER,  Democrat,  of  Phillipsburg,  N.J.,  born 
in  New  York.  N.Y.,  March  5,  1929;  education  began  at  Brearley  School,  New 
York,  1934—42 ;  high  school  at  Rosemary  Hall,  Greenwich,  Conn.,  1942-46 ;  Colo- 
rado College,  Colorado  Springs,  1946-50 :  received  honorary  doctor  of  laws,  1973 ; 
served  with  the  American  lied  Cross  in  Korea,  1950-52  ;  wrote  newspaper  column, 
1962-69 ;  conducted  television  interview  programs,  1965-68 ;  organization  mem- 
berships include  commissioner,  New  Jersey  State  Rehabilitation  Commission : 
director.  Newark  Museum,  Newark,  N.J. ;  married  Robert  B.  Meyner,  1957 : 
elected  to  the  94th  Congress,  November  5, 1974. 

HENRY  S.  REUSS.  Democrat,  of  Milwaukee,  Wis. :  born  in  Milwaukee. 
Wis..  February  22.  1912  :  educated  rn  Milwaukee  schools,  A.B.  Cornell  University. 
LL.B.  Harvard  Law  School;  lawyer;  lecturer  (University  of  Wisconsin,  Milwau- 
kee), and  writer:  author  of  "The  Critical  Decade,"  1964;  "Revenue  Sharing: 
Crutch  or  Catalyst,"  1969 ;  member  of  Milwaukee  School  Board,  1953-55,  married 
to  Margaret  Magrath,  1942 ;  four  children — Christopher,  Michael,  Jacqueline, 
Anne;  assistant  corporation  counsel,  Milwaukee  County,  1939-40;  assistant  gen- 
eral counsel  OPA,  Washington,  D.C..  1941-42:  entered  United  States  Army  as 
private.  January  1943 ;  commissioned  second  lieutenant,  Infantry,  at  Fort  Ben- 
ning.  6a.,  November  1943 :  served  in  63d  and  75th  Infantry  Divisions  1943-45  : 
chief,  Price  Control  Branch.  Office  of  Military  Government  for  Germany,  June- 
December  1945:  awarded  Bronze  Star  Medal  for  action  at  Rhine  crossing  and 
Bronze  Battle  Stars  for  Normandy,  Northern  France,  and  Central  Germany  ; 
deputy  general  counsel,  Marshall  Plan,  Paris,  France,  1949;  special  prosecutor. 
Milwaukee  County  Grand  Jury  1950 :  personal  counsel  to  Secretary  of  State  Fred 
Zimmerman  in  Reapportionment  Case.  Wisconsin  Supreme  Court,  1953;  former 
president.  White  Elm  Nursery  Co..  Hartland,  Wis. ;  former  director,  Marshall  and 
Ilsley  Bank.  Milwaukee,  AVis.,  and  Niagara  Share  Corporation,  Buffalo,  N.Y. : 
past  president,  Cornell  Alumni  Association  of  Wisconsin:  vice  president,  Chi 
Psi  Alumni  Association;  director.  Children's  Service  Society;  vice  chairman. 
Junior  Bar  Association;  Board  of  Alumni  Visitors.  Harvard  Law  School.  1957- 
60:  Board  of  Visitors,  Cornell  University;  National  Board.  Youth  Hostel  Asso- 
ciation: elected  November  2.  1954.  Member,  Banking  and  Currency  Committee; 
Committee  on  Government  Operations,  and  Joint  Economic  Committee. 

BENJAMIN  S.  ROSENTHAL.  Democrat,  of  Elmhurst,  Long  Island,  N.Y. : 
born  in  New  York  City.  N.Y..  June  S.  1923:  educated  in  the  public  schools  of  the 
city  of  New  York:  attended  Long  Island  University  and  City  College;  L.L.B. 
Brooklyn  Law  School  (1919).  LL.M.  New  York  University  (1952)  :  married  Lila 
Moskowitz.  two  children — Debra  and  Edward:  attorney;  admitted  to  New  York 
Bar  1949:  admitted  to  practice  before  United  States  Supreme  Court  1954;  served 
in  United  States  Army  March  1943  to  January  1940.  18  months  in  Iceland  ;  elected 
as  Democrat-Liberal  to  the  N7th  Congress  in  special  election  February  20.  1962; 
reelected  to  the  S8th,  89th,  90th.  91st,  92d,  93d,  and  94th  Congresses :'  appointed 
member  of  National  Commission  on  Food  Marketing  during  88th  and  89th 
Congresses. 

LEO  J.  RYAN.  Democrat,  of  South  San  Francisco:  born  in  Lincoln.  Nebr., 
May  5.  1925:  M.S.  Creighton  University.  1951:  enlisted  in  U.S.  Navy.  1943, 
served  in  submarine  service:  teacher:  school  administrator:  appointed  to  South 
San  Francisco  Recreation  Commission;  elected  city  councilman  and  served  as 
mayor:  authored  book  entitled  "Understanding  California  Government  and 
Politics":  also  edited  the  book  "The  USA:  From  Where  We  Stand":  elected  to 
California  State  Assembly,  19(52:  elected  to  the  93d  Congress.  November  7.  1972: 
reelected  to  the  94th  Congress. 

PALL  8.  s.vrp.AXES.  Democrat,  of  Baltimore,  Md. :  born  in  Salisbury  Md. 
February  3. 1933,  son  of  Spyros  and  Matina  Sarbanes;  attended  the  public  schools 
of  Salisbury.  Md..  graduating  from  Wicomico  Senior  High   School,   June   1950 ; 
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A.B..  Princeton  University  June  19.~>4.  magna  cum  iande  and  Phi  Beta  Kappa  : 
Rhodes  scholar.  Balliol  College.  Oxford.  England,  1954-57.  first-class  K.A..  hon- 
ours in  School  of  Philosophy.  Politics  and  Economics;  L.L.B..  cam  lande.  Har- 
vard Law  School,  June  1960;  admitted  to  practice  by  Maryland  Court  of  Appeals, 

October  I960;  law  clerk  to  Judge  Morris  A.  Soper.  U.S.  Com!  of  Appeals  for  the 
Fourth  Circuit.  1960-61  :  associate  in  Baltimore  law  firms,  Piper  &  Marbnry, 
1961-62,  and  Venable,  Baetjer  ».V:  Howard.  1965-1970;  administrative  assistant  to 
Walter  W.  Heller,  chairman  of  the  Council  of  Economic  Advisers.  1962-63; 
executive  director.  Charter  Revision  Commission  of  Baltimore  City.  1963-64; 
elected  to  the  Maryland  House  of  Delegates  in  November  1966,  serving  from 
1967—71  :  member,  Greek  Orthodox  Church  of  the  Annunciation.  Baltimore.  Md.; 
married  Christine  Dunbar  of  Brighton,  England;  three  children,  John  Peter. 
Michael  Anthony,  and  Janet  Malina  :  elected  to  i»2d  Congress  on  November  '■'. 
P.»7<>  :  reelected  to  93d  Congress. 

JOHN  WILLIAM  STANTON,  Republican;  of  Painesville,  Ohio:  horn  in  Paines- 
ville  Fehnuay  20,  1924;  graduated  from  Culver  Military  Academy.  Culver,  Ind., 
in  1!>42 :  entered  the  School  of  Foreign  Service  at  Georgetown  University, 
Washington,  DA\.  in  July  1942  :  left  studies  to  enter  the  U.S.  Army  in  December 
1942;  served  overseas  in  the  Pacific  theater  for  33  months  and  discharged  as  a 
captain  January  1.  1946;  reentered  Georgetown  University,  majored  in  govern- 
ment and  economics,  and  received  B.S.  degree  in  1949;  member,  St.  Mary's 
Catholic  Church  in  Painesville:  Lake  County  commissioner  P.>5(>-G4 :  married 
December 3,  1966,  to  the  former  Peggy  Smeeton;  one  daughter.  Kelly  Marie,  born 
Xoveml)er  11.  19C7  :  elected  to  the  89th  Congress,  November  3,  1904;  reelected 
to  each  suceeding  Congress. 

ROBERT  GRIER  STEPHENS,  Jr..  Democrat,  of  Athens.  Ga.  :  horn  in  Atlanta. 
Ga.,  August  14.  1913,  son  of  Dr.  Robert  Crier  and  Martha  Lucy  (Evans)  Stephens; 
educated  in  the  Atlanta  public  schools;  was  graduated  from  Boys"  High  School 
in  1931  and  the  University  of  Georgia  I'A.B.  degree)  in  1935);  attended  the 
University  of  Hamburg,  Germany,  on  an  exchange  student  scholarship:  taught 
history  and  political  science  at  the  University  of  Georgia  1936-40;  received  the 
M.A.  degree  in  VJ'Al  and  law  degree,  cum  laude.  in  11)41  :  doctor  of  laws. 
Augusta  Law  School.  P>71  :  during  World  War  II  served  in  the  U.S.  Army  for  4% 
years  in  the  States  and  in  Germany,  the  last  assignment  before  separation  was 
on  the  legal  staff  of  Mr.  Justice  Robert  Jackson  at  the  Nuremberg  trials  of  Nazi 
war  criminals;  returned  to  Athens.  Ga..  and  engaged  for  15  years  in  general 
practice  of  law  from  P.)4<;  to  1961;  city  attorney  of  Athens  1947-490;  member 
of  State  senate  1951-53  and  member  of  State  house  of  representatives  p.).",;;  59; 
married  the  former  Grace  Winston  of  Clarke  County  in  1938;  four  children. 
Mis.  i).  R.  Bianchi,  Robert  Grier  III,  Mary  Winston,  and  Lawton  Evans; 
elder  of  the  Presbyterian  Church;  member  of  American  legion.  YFYV.  Klks. 
Kiwanis  (lieutenant-governor),  Select  Committee  on  Committees;  Democratic 
Policy  and  Steering  Committee:  Small  Business  Subcommittee  chair- 
man: Phi  Beta  Kappa,  Phi  Kappa  Phi.  Phi  Delta  Phi  legal  fraternity.  Blue  Key. 
University  of  Georgia  Distinguished  Alumni  Merit  Award.  Kappa  Alpha  Order. 
and  DDK  :  elected  to  87th  Congress  November  s.  I960;  relected  to  the  88th,  89th, 
90th,  91st,  92d,  93d,  and  94th  Congress. 

LARRY  WINN,  Jr..  Republican,  of  Overland  Park.  Kans.  ;  born  in  Kansas  City, 
Mo..  August  22,  1919;  attended  public  schools  in  Kansas  Cit.v.  Mo.;  A.B.  degree. 
University  of  Kansas;  2  years  with  WHB  radio  station:  2  years  with  North 
American  Aviation:  2  years  as  a  private  builder:  2  years  as  public  relations 
director  Kansas  City   Chapter,  American    Red   Cross;   vice  president,   Winn-Rau 

Corp.  since  1950;  national  director,  National  Association  of  Home  Builders,  14 

years  ;  past  president,  Home  Builders  Association,  Greater  Kansas  Citj  ;  p;<st  vice 

president,  Home  Builders  Association  of  Kansas;  member,  board  of  directors, 
Southgate  state  Bank,  Prairie  Village,  Kans. ;  vice  president.  Kaw  Council  of  Boy 
Scouts,  recipient  Silver  Reaver  award,  National  Council  representative;  member, 
board    of    directors.    Johnson    County     United    Funds    Council    and    Community 

Chesl  of  Greater  Kansas  city:  member,  steering  committee,  Johnson  County 
Health.  Education,  and  Recreation  Council;  member,  advisory  board,  Junior 

Achievement,     Inc..    (heater    Kansas    Cit.v;    advisory    board,    Shawnee    Mission 

Hospital;  Linwood  School  Board  Distrid  No.  i.  •*:  years;  People  t"  People; 
Rotarian;  Kansas  Farm  Bureau,  and  Country  Club  Christian  church:  pasl 
G.O.P.  chairman.  3d  Congressional  District;  past  members,  Republican  State 
itive  Committee;  campaign  chairman  for  Congressman  Ellsworth  in  two 
successful  campaigns  for  Congress  Prom  3d  Distrid  ;  pasl  president.  Sigma  Delia 
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Chi  journalism  fraternity,  and  Phi  Kappa  Psi  social  fraternity  at  University  of 
Kansas,  was  an  editor  of  University  of  Kansas  Daily  Kansan ;  director,  Memo- 
rial Union  Building ;  member,  University  of  Kansas  Development  Committee ; 
married  Joan  Ruth  Elliott;  five  children,  Edward  Lawrence  III,  Robert  Elliott. 
Douglas  Shepherd,  Janet  Gay  (Mrs.  Donald  A.  Payne),  and  Cynthia  Joan; 
elected  to  the  90th  Congress  November  8,  1966 ;  reelected  to  91st,  92d,  93d  and  94th 
Congresses. 

CLEMENT  J.  ZABLOCKI,  Democrat,  of  Milwaukee,  Wis  ;  born  in  Milwaukee. 
Wis.,  November  18,  1912  ;  son  of  Mathew  and  Mary  Jankowski  Zablocki ;  graduate 
of  Marquette  University  with  a  Ph.  B.  degree ;  graduate  work  in  education 
at  Marquette  University ;  honorary  doctor  of  law  degree,  Marquette,  1966 ; 
Alverno  College,  1969 ;  taught  high  school  in  Milwaukee ;  organist  and  choir 
director;  married  Miss  Blanche  M.  Janic  of  Milwaukee,  May  26,  1937:  son. 
Joseph  Paul ;  daughter,  Jane  Erances ;  elected  State  senator  of  the  Third  District 
of  Wisconsin  in  1942,  reelected  in  1946 ;  elected  to  the  81st  Congress  on  Novem- 
ber 2,  1948 ;  reelected  to  the  82d,  83d,  84th,  Soth,  86th,  87th,  88th,  89th,  90th, 
91st,  92d,  93d,  and  94th  Congresses. 

o 


UNIVERSITY  OF  FLORIDA 


3  1262  09113  9690 


